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Delhi, India, which provides on-site and offshore
hydrocarbon exploration product development
services and technology consulting. Addition-
ally, we effectively sold our joint venture interest
in AMSEC LLC and received in exchange the
technology and engineering business divisions
of AMSEC that we integrated into SAIC following
the transaction.

New Chief
Operating Officer.
Larry Prior became
our new chief operat-
ing officer, effective
October 1, 2007 He
brings the right expe-
rience and great lead-
ership ability for this
|: €00 Larry Prior :| key job, qualities we

saw in his successful
leadership in his previous position as president
of our Intelligence, Security, and Technology
Group. Larry brings exceptional focus on busi-
ness fundamentals and execution. Larry now is
leading our efforts to transition our company to
maore robust financial and procurement systems,
as well as leading “Project Alignment.”

Project Alignment. Across the enterprise,
we are taking a number of steps to improve
our performance and competitiveness, while
clarifying our employees’ responsibilities and
providing rewarding career paths. To make

these changes, we have undertaken an initiative
called Project Alignment. This is a major,
multiyear effort to bring together the back
office functions of human resources, finance,
information technology, and other functional
areas into a shared-services organization for the
entire enterprise,

Enduring Culture and Values. While our initial
public offering in October 2006 ushered in a
new era for SAIC and marked a major change
in our capital structure, our entrepreneurial
culture and values remain strong. Our financial
results and prospects for the future show that
our entrepreneurial culture is alive and well,

As an indicator that our values remain strong,
our company recently was recognized by the
Ethisphere Institute for having one of the top
overall ethics programs among government
contractors. While we are honored o receive
this recognition, we also understand that we
must remain vigilant to sustain our culture of
maintaining high ethics and entrepreneurial
spirit in all our business activities. Providing
solutions to our custorners’ most critical needs
of global importance, in an entrepreneurial and
ethical environment, has been SAIC's historical
legacy and will be its future.

Kens

Ken Dahlberg
(CEOQ and Chairman of the Board




Message to Stockholders

|: CEO Ken Dahlberg ]

As we enter our 40th year, our company is stronger
than ever. Our success is a testament to our employees
and their dedication to solving our customers’ most
critical problem:s.

Building for Continued Growth. Through the efforts of our employees,
in fiscal year 2008, we accelerated organic growth and expanded
operating margin, while building a strong foundation for continued
growth. Moreover, revenues for fiscal 2008 were $8.94 billion, up 11
percent from fiscal 2007; operating income for fiscal 2008 was $666 million,
up 16 percent over the previous fiscal year. These results were achieved
while laying the foundation for continued growth in future years, as we
continue to win larger programs. During the year, we won sevenieen $100
million plus contracts with an expected value above $8 billion. One of

the more significant contracts we won last year involves managing the
supply chain for chemicals and packaged petsoleum, oils, and lubricants
for the Department of Defense. Under an important command, control,
communications, computers, and intelligence program we won in fiscal
2008, we are expanding our support of the Space and Naval Warfare
Systems Command. Our customers are increasingly recognizing SAICs
capability in systems engineering and integration. So, while we achieved
terrific results in fiscal 2008, we also were successful in winning contracts
that give us confidence for continued growth in the future.

Strategic Acquisitions. During fiscal 2008, we completed key strategic
acquisitions to expand our opportunities in the areas of energy, infrastruc-
ture, and the environment. We acquired Benham Investment Holdings,
LLC, an engineering and life-cycle technology implementation firm that
offers a full range of capabilities in consulting, engineering, architecture,
and design/build, including specialized expertise in energy management,
alternative fuels, process engineering, and industrial manufacturing. We
also acquired Scicom Technologies Private Limited, headquartered in New




Financial Highlights

Revenues Millions

2008 $8,935
2007 $8,061
2006 57,518
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For Revenues and
Qperating Income, all

years presented have

been restated to present
Telcordia Technologies, Inc.,
the divested operations

of AMSEC LLC and
ANXeBusiness Corp. as
discontinued operations.

Operating Income millions

2008 5666
2007 $572
2006 5470
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Diluted Earnings per Share

2008 $1.00
2007 $1.07
2006 $2.58

$2.50

$2.00

$1.50

$1.00
) I I
‘04 ‘08

o

S0

Stockholders’ Equity Milions

2008 $1,901
2007 $1,536
2006 $2,807
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Net Income willians

2008 $415
2007 5391
2006 $927
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Item 1. Business
The Company

We are a provider of scientific, engineering, systems integration and technicat services and solutions to all branches of the
U.S. military, agencies of the U.S. Department of Defense (DoD), the intelligence community, the U.S. Department of
Homeland Security (DHS) and other U.S. Government civil agencies, state and local government agencies, foreign
governments and customers in selected commercial markets.

Science Applications International Corporation was formed in 1969. In October 2008, in connection with becoming a
publicly-traded company, Science Applications International Corporation completed a merger (reorganization merger) in
which it became a 100%-owned subsidiary of SAIC, Inc., after which SAIC, Inc. completed an initial public offering of its
common stock. We use the terms “Company,” “we,” "us,” and “our” to refer to SAIC, Inc. and its majority-owned and 100%-
owned subsidiaries, including Science Applications International Corporation.

We have three reportable segments: Government, Commercial, and Corporate and Other. Our operating business units are
aggregated into the Government or Commercial segments, depending on the nature of the customer, the contractual
requirements and the regulatory environment governing the business units’ services. The Corporate and Other segment
includes the operations of our internal real estate management subsidiary, various corporate activities, the elimination of
intersegment revenues and costs and certain corporate expense items not allocable to our Govemnment customers referred
to as unallowable expenses. Our Corporate and Other segment does not contract with third-parties for the purpose of
generating revenues. For additional information regarding our reportable segments and geographic areas, see Note 16 of the
notes to consolidated financial statements contained within this Annual Report on Form 10-K.

Government Segment

Our Government segment provides a wide array of technical services and solutions in the following areas, primarily to U.S.
federal, state and local government agencies and foreign governments,

* Defense. We develop leading-edge concepts, technologies and systems to soive complex chalienges facing the U.S.
military and its allies.

* Inteligence. We develop sclutions to help the U.S. defense, intelligence and homeland security communities build an
integrated intelligence picture, allowing them to be more agile and dynamic in challenging environments and produce
actionable intelligence.

* Homeland Security. We develop technical solutions and provide systems integration, products, and mission-critical
support services to help federal, state, local and foreign governments and private-sector customers protect the United
States and allied homelands,

¢ Logistics and Product Support. We provide logistics and product support solutions to enhance the readiness and
operatitonal capability of U.S. military personnel and weapon and support systems.

* Systems Engineering and Integration. We provide systems engineering and integration solutions to help our customers
design, manage and protect complex information technology {IT) networks and infrastructure.

* Research and Development. As one of the largest science and technology contracters to the U.S. Government, we
conduct leading-edge research and development of new technologies with applications in areas such as national
security, intelligence and life sciences.

Revenues from our Government segment accounted for 94%, 93% and 93% of our total consolidated revenues in fiscal
2008, 2007 and 2008, respectively. Within the Government segment, a significant portion of our revenues are derived from
contracts with the U.S. Government. The revenues from contracts with the U.S. Government include contracts where we
serve as the prime or lead contractor, as well as contracts where we serve as a subcontractor to other parties who are
engaged directly with various U.S. Government agencies as the prime contractor. Some revenues in the Government
segment are derived from certain non-government customers for whom we are required to comply with government
acquisition and cost allocation regulations.

Commercial Segment

Our Commercial segment primarily targets commercial customers worldwide in selected industry markets, which currently
include oil and gas, utilities and life sciences. While the Commercial segment provides an array of information technology (IT)
systems integration and advanced technical services, the focused offerings include applications and IT infrastructure
management, data lifecycle management, and business transformation services. Qur Commercial segment customers often
benefit from leveraging our broader governmental experiences, such as geographic information systems, security, and
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systems engineering. Revenues from our Commercial segment accounted for 6%, 7% and 7% of our total consolidated
revenues in fiscal 2008, 2007 and 2006, respectively.

Acquisitions

The acquisition of businesses is part of our growth strategy and we expect that a portion of our growth will come from recent
and future acquisitions. During the last five fiscal years, we completed 28 acquisitions, including the following:

* In fiscal 2008, we acquired The Benham Companies LLC, a consulting, enginsering, and architectural design company
with specific competencies in industrial manufacturing and facilittes construction.

¢ |n fiscal 2007, we acquired Applied Marine Technology, Inc., a provider of training, systems engineering and integration,
information systems and communications, and rapid prototyping of technical solutions and products focused on
support to intelligence and special warfare operations.

s Infiscal 2008, we acquired Geo-Centers, Inc. and its subsidiary, EAl Corporation, an engineering and professional
services firm, providing research and development for chemical and biological detection, infrastructure assessment and
protection, life science research, rapid response equipment and support, and sensor systems and integratiorn.

¢ Infiscal 2005, we acquired ProcureNet Holdings, Inc., a provider of electronic procurement, logistics and supply chain
management services for the DoD and other federal customers,

= |nfiscal 2004, we acquired Eagan, McAllister Associates, Inc., a provider of IT services focused on aviation and
command, control, communications, computers, and intelligence programs supporting the U.S. Navy, Marine Corps,
Army, and Special Operations Command and Computer Systems Technology, Inc., a provider of [T, engineering,
programmatic, and logistics services to government customers in the United States.

Discontinued Operations

During the last five fiscal years, we completed the following three divestitures:

s In fiscal 2008, we completed a reorganization transaction involving our 55% interest in AMSEC LLC, a consolidated
maijority-owned subsidiary, resulting in the disposition of our 55% interest in AMSEC LLC in exchange for our acquisition
of certain divisions and subsidiaries of AMSEC LLC.

* Infiscal 2007, we completed the sale of our majority-owned subsidiary, ANXeBusiness Corp. (ANX).

« |n fiscal 2008, we completed the sale of our subsidiary, Telcordia Technolagies, Inc. (Telcordiaj.
The operations of AMSEC LLC (other than the divisions and subsidiaries that we acquired in the reorganization transaction),
ANX and Telcordia are classified as discontinued operations in the consolidated staternents of income and cash flows and
the notes to consolidated financial statements. The results of operations of AMSEC LLC {(other than the divisions and
subsidiaries that we acquired in the reorganization transaction) had been previously reported in the Government segment.
ANX’'s results of operations had been previously reported in the Commercial segment. Telcordia's results of operations had
been previously reported in a separate reportable segment which was eliminated upon the sale of Telcordia.
Contracts
We generate revenues under the following types of contracts:

e Cost-reimbursement contracts which provide for reimbursement of our direct contract costs and allocable indirect
costs, plus a fee.

« Time-and-materials (T&M) contracts which typically provide for negotiated fixed hourly rates plus reimbursement of other
direct costs.

»  Fixed-price-level-of-effort contracts which are substantially similar to T&M contracts except they require a specified level
of effort over a stated pericd of time.

* Firm-fixed-price (FFP) contracts which provide for a fixed price for specified products, systems and/or services. if actual
costs vary from planned costs on a FFP contract, we generate more or less than the planned amount of profit and may
even incur a loss.

Contract Procurement

The U.S. Government technology services procurement environment has evolved due to statutory and regutatory
procurement reform initiatives. U.S. Government agencies traditionally have procured technology services and solutions
through agency-specific contracts awarded to a single contractor. However, the number of procurement contracting
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methods available to U.S. Government customers for services procurement has increased substantially. The three
predominant contracting methods through which U.S. Government agencies procure technology services are as follows:

* Single Award Contracts. U.S. Government agencies have procured services and solutions through single award ,
| contracts which specify the scope of services that will be delivered and identify the contractor that will provide the |
specified services. When an agency has a reguirement, interested contractors are solicited, qualified and then provided
with a request for a proposal. The process of qualification, request for proposals and evaluation of bids requires the
agency to maintain a large, professional procurement staff and the bidding and selection process can take a year or
; more 10 complete.

¢ U.S. General Services Administration (GSA) Schedufe Contracts. The GSA maintains listings of approved suppliers of
services and products with agreed-upon prices for use throughout the U.S. Government. In order for a company to
provide services under a GSA Schedule contract, a company must be pre-qualified and awarded a contract by the
(GSA. When an agency uses a GSA Schedule contract to meet its requirements, the agency, or the GSA on behalf of
the agency, conducts the procurement. The user agency, or the GSA on its behalf, evaluates the user agency’s
services raquirerments and initiates a competition limited to GSA Schedule qualified contractors. GSA Schedule
contracts are designed to provide the user agency with reduced procurement time and lower procurement costs.

* indefinite Delivery/indefinite Quantity (IDIQ) Contracts. Single-award and multi-award IDIQ contracts are contract forms

| used to obtain commitments from contractors to provide certain products or services on pre-established terms and
conditions. Under IDIQ contracts, the U.S. Government issues task orders for specific products or services it needs and
the contractor supplies products or services in accordance with the previously agreed-upon terms in the overall IDIQ
contract. While the process to award the initial IDIQ contract may be similar in time and complexity as with single award |
contracts, the competitive process to obtain task orders is limited to the pre-selected contractor(s) which can compress
the process and time required to award task orders. If the IDIQ contract has a single prime contractor, the award of
task orders is limited to that party. If the contract has multiple prime contractors, the award of the task order is
competitively determined. Muttiple-contracter IDIQ contracts that are open for any government agency to use for the
procurement of services are commonly referred to as government-wide acquisition contracts, or GWACs. IDIQ
contracts often have multi-year terms and unfunded ceiling amounts, therefore enabling but not committing the U.S,

| Government t¢ purchase substantial amounts of products and services from one or more contractors.

Backleg

Backlog represents the amount of work under negotiated contracts which has not yet been performed. We segregate our
backlog into two categories as follows:

* Funded Backiog. Government segment funded backlog primarily represents contracts for which funding is appropriated
less revenues previously recognized on these contracts. Government segment funded backlog does not include the
unfunded portion of contracts where funding is incrementally appropriated or authorized on a quarterty or annual basis
by the U.S. Government and other customers, even though the contract may call for performance over a number of
years. Commercial segment funded backlog represents the full value on firm contracts under which we are obligated to
perform, which may cover multiple future years, less revenues previously recognized on these contracts.

* Negotiated Unfunded Backiog. Negotiated unfunded backlog represents estimated amounts of revenue to be eamed in
the future from (1) negotiated contracts for which funding has not been appropriated or otherwise authorized and
{2} unexercised priced contract options. Negotiated unfunded backlog does not include any estimate of future potential
task orders expected to be awarded under IDIQ, GSA Schedule, or other master agreement contract vehicles.
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The estimated value of our total consolidated backleg as of the end of the last two fiscal vears was as follows:

January 31
2008 2007
(in milions}
Government segment:
Funded backlog $ 4,331 $ 3902
Negotiated unfunded backlog 9,763 10,185
Total backlog $14,004 $14,087
Commercial segment:
Funded backlog $ 749 $ 723
Negotiated unfunded backlog 196 101
Total backlog $ 945 3 824
Total consolidated:
Funded backlog $ 5,080 $ 4625
Negotiated unfunded backlog 9,959 10,286
Total backlog $15,039 $14,911

Total backlog may fluctuate from period to period depending on the timing of contract awards, renewals, modifications and
cancellations.

We expect to recognize a substantial portion of our funded backlog as revenues within the next 12 months, However, the
U.S. Government may cancel any contract at any time. In addition, certain contracts in the Commercial segment include
provisions that allow the customer to cancel at any time. Most of our contracts have cancellation terms that would permit us
to recover all or a portion of cur incurred costs and potential fees for work performed.

Key Customers

We generated 87%, 88% and 88% of our total consolidated revenues from contracts with the U.S. Government (including all
branches of the U.S. military) in fiscal 2008, 2007 and 2008, respectively. Within the U.S. Government, we generated 10% or
more of our consolidated revenues during the last three fiscal years from one or more of the U.S. Army, U.S. Navy and U.S.
Air Force. Each of these customers has a number of subsidiary agencies which have separate budgets and procurement
functions. Our contracts may be with the highest level or with the subsidiary agencies of these customers.

The percentage of total consolidated revenues attributable to these customers for the last three fiscal years was as follows:

Year Ended January 31

2008 2007 2006
U.S. Army 21% 18% 16%
U.S. Navy 12 12 12
U.S. Air Force 8 9 10

Competition

Competition for U.S. Government contracts is intense. We compete against a large number of established multinational
corporations which may have greater financial capabilities than we do. We also compete against smaller, more specialized
companies that concentrate their resources on particular areas. As a result of the diverse reguirements of the U.S.
Government and our commercial customers, we frequently team with other companies to compete for large contracts, and
bid against these team members in other situations. Because of the current industry trend toward consolidation, we expect
changes in the competitive landscape. We believe that our principal competitors include the following companies:

* contractors focused principally on U.S. Govemment IT and other technical services, such as CACI International Inc.,
ManTech International Corporation, SRA International, Inc., MTC Technolegies, inc. and St Intemational, Inc.

« the engineering and technical services divisions of targe defense contractors which provide U.S. Government [T services
in addition to other hardware systems and products, including such companies as The Bosing Company, General
Dynamics Corporation, Lockheed Martin Corporation, Northrop Grumman Corporation, BAE Systems, L-3
Communications and Raytheon Company.
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* diversified commercial and U.5. Government IT providers, such as Accenture Lid, BearingPoint, Inc., Booz Allen
Hamilton inc., Computer Sciences Corporation, Electronic Data Systems Corporation, International Business Machines
Corporation and Unisys Corporation.

We compete on factors including, among others, our technical expertise, our ability to deliver cost-effective solutions in a
timely manner, our reputation and standing with customers, pricing and the size and scale of our company.

Patents and Proprietary Information

Our technical services and products are not generally dependent upon patent protection. We claim a proprietary interest in
certain of our products, software programs, methodology and know-how. This propristary information is protected by
copyrights, trade secrets, licenses, contracts and other means.

We actively pursue opportunities to license our technologies to third parties and enforce our patent rights. We also evaluate
potential spin-offs or other transfers of our technologies.

In connecticn with the performance of services for customers in the Government segment, the U.S. Government has certain
rights to data, software codes and related material that we develop under U.S. Government-funded contracts and
subcontracts. Generally, the U.S. Government may disclose such information to third parties, including, in some instances,
our competitors. In the case of subcontracts, the prime contractor may also have certain rights to the programs and
products that we develop under the subcontract.

Research and Development

We conduct research and development activities under customer-funded contracts and with internal research and
development {(IR&D) funds. IR&D efforts consist of projects involving basic research, applied research, development, and
systems and other concept formulation studies. In fiscal 2008, 2007 and 2006, we spent $49 million, $34 miliion and $27
million, respectively, on IR&D, which was included in selling, general and administrative expenses.

Seasonality

The U.S. Government's fiscal year ends on September 30 of each year. It is not uncommon for U.S. Government agencies
to award extra tasks or complete other contract actions in the timeframe leading up to the end of its fiscal year in order to
avoid the loss of unexpended fiscal year funds, which may favorably impact our third fiscal quarter ending October 31. In
addition, as a result of the cyclical nature of the U.S. Government budget process, as well as a greater number of holidays in
our fourth fiscal quarter ending January 31, as compared to our third fiscal quarter ending October 31, we have from time to
time experienced higher revenues in cur third fiscal quarter and lower revenues in our fourth fiscal quarter.

Regulation

We are heavily regulated in most of the fields in which we operate. We provide services and products to numerous U.S.
Government agencies and entities, including all of the branches of the U.S. military, the DoD, National Aeronautics and
Space Administration, intelligence agencies and the DHS. When warking with these and other U.S. Government agencies
and entities, we must comply with laws and regulations relating to the formation, administration and performance of
contracts. Among other things, these laws and regulations:

* require certification and disclosure of all cost or pricing data in connection with various contract negotiations

s impose acquisition regulations that define allowable and unallowable costs and otherwise govern our right to
reimbursement under various cost-based U.S. Government contracts

* restrict the use and dissemination of information classified for national security purposes and the exportation of certain
products and technical data :

In order to help ensure compliance with these laws and regulations, all of our employees are required to complete ethics
trainings and other compliance training relevant to their position.

Internationally, we are subject to special U.S. Government laws and regulations, local government regulations and
procurement policies and practices (including regulations relating to import-export control, investments, exchange controls
and repatriation of earnings) and varying currency, political and economic risks.

Environmental Matters

Cur operations, including the environmental consuiting, logistics services and investigative services we provide to third
parties, and our ownership or operation of real property are subject to various foreign, federal, state and local environmental
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protection and health and safety laws and regulations. Failure to comply with these laws could rasult in civil or criminal
sanctions, including fines, penalties or suspension or debarment from contracting with the U.S. Government, or could cause
us to incur costs to change, upgrade or close some of our operations or properties. Some environmental laws hold current
or previous owners or operators of businesses and real property liable for contamination, even if they did not know of and
were not responsible for the contamination. Environmental laws may also impose liability on any person who disposes,
transports, or arranges for the disposal or transportation of hazardous substances to any site. In addition, we may face
liability for personal injury, property damage and natural resource damages relating to contamination for which we are
otherwise liable or relating to exposure to or the mishandling of chemicals or other hazardous substances in connection with
our current and former operations or services. Although we do not currently anticipate that the costs of complying with, or
the liabilities associated with, environmental laws will materially adversely affect us, we cannot ensure that we will not incur
material costs or liahilities in the future.

Employees and Consultants

As of January 31, 2008, we employed approximately 43,800 full and part-time employees. We also use consultants to
provide specialized technical and other services on specific projects. To date, we have not experienced any strikes or work
stoppages and we consider our relations with our employees to be good.

The highly technical and complex services and products provided by us are dependent upon the availability of professional,
administrative and technical personnel having high levels of training and skills and, in many cases, security clearances.
Because of our growth and the increased competition for qualified personnel, it has become more difficult to meet all of our
needs for these employees in a timely manner and this has affected our growth. We intend to continue to devote significant
resources to recruit, develop and retain qualified employees.

Company Website and Information

Cur website can be accessed at www.saic.com. The website contains information about us and our operations. Through a
iink on the Investor Relations section of our website, copies of each of our filings with the SEC on Form 10-K, Form 10-Q
and Form 8-K and all amendments to those reports can be viewed and downloaded free of charge as soon as reasonably
practicable after the reports and amendments are electronically filed with or fumished to the SEC. The information on our
website is not incorporated by reference into nor is a part of this Annual Report on Form 10-K.

You may reguest a copy of the materials identified in the preceding paragraph, at no cost, by writing or telephening us at our
corporate headquarters at the following:

SAIC, Inc.

10260 Campus Pgint Drive
San Diego, CA 92121
Attention: Corporate Secratary
Telephone: (858) 826-6000

Item 1A, Risk Factors

You should carefully consider the risks and uncertainties described below in your evaluation of our business and us. If any of
these risks or uncertainties actually occur, our business, financial condition or operating results could be materially harmed
and the price of our stock could decline.

Risks Relating to Our Business

We depend heavily on U.S. Government contracts, and a decline in the U.S. defense budget or a delay in the
completion of the U.S. Government’s budget process could result in adverse consequences on our business.

We depend on our contracts with U.S. Government agencies for a significant portion of our revenues and, Iif our reputation
or relationships with these agencies were harmed, our future revenues and growth prospects would be adversely affected.
We are heavily dependent upon the U.S. Government as our primary customer and we believe that the success and
development of our business will continue to depend on our successful participation in U.S. Government contract programs.
We generated 87%, 88% and 88% of our total consolidated revenues from the U.S. Government (including all branches of
the U.S. military) in fiscal 2008, 2007 and 20086, respectively. We generated 10% or more of our consolidated revenues
during the last three fiscal years from one ar more of the U.S. Army, U.S. Navy and U.S. Air Force.

We expect to continue to derive a substantial portion of our revenues from work performed under U.S. Government
contracts. Qur reputation and relationship with the U.S. Government, and in particular with the agencies of the Department
of Defense (DoD) and the U.S. intelligence community, are key factors in maintaining and growing revenues under contracts
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with the U.S. Government. Negative press reports regarding poor contract performance, employee misconduct, information
security breaches or other aspects of our business could harm our reputation, particularty with these agencies. If our
reputation with these agencies is negatively affected, or if we are suspended or debarred from contracting with government
agencies for any reason, the amount of business with the U.S. Government would decrease and our future revenues and
growth prospects would be adversely affected.

A decline in the U.S. defenise budget or changes in budgetary priorities may adversely affect our future revenues and limit our
growth prospects. Revenues under contracts with the DoD, including subcontracts under which the DoD is the ultimate
purchaser, represented 70% of our total consoclidated revenues in fiscal 2008. Changes in the budgetary priorities of the U.S.
Government, or the DoD, could directly affect our operating results. While spending authorizations for defense-related
programs by the U.S. Government have increased in recent years, and in particular after the September 11, 2001 terrorist
attacks, these spending levels may not be sustainable, and future levels of spending and authorizations for these programs
may decrease, remain constant or shift to programs in areas where we do not currently provide services. Such changes in
spending authorizations and budgetary priorities could occur due to changss in the number of and intensity of political
conflicts, including the current conflicts in Iraq and Afghanistan, the significant relief and recovery costs associated with
natural disasters, the rapid growth of the federal budget deficit, increasing political pressure to reduce overall levels of
government spending, or other factors. In addition, the U.S. Government conducts periodic reviews of U.S. defense
strategies and priorities, the results of which may shift DoD budgetary priorities or reduce overall U.S. Government spending
for defense-related programs, including programs from which we expect to derive a significant portion of our revenues. A
significant decline in overall U.S. Government spending, including in the areas of national security, intelligence and homeland
security, or a significant shift in its spending priorities, or the substantial reduction or elimination of particular defense-related
programs, would adversely affect our future revenues and limit our growth prospects.

A delay in the completion of the U.S. Govemnment’s budget process could delay procurement of the services and solutions
we provide and have an adverse effect on our future revenues. In years when the U.S. Government does not complete its
budget process before the end of its fiscal year on September 30, government operations are typically funded pursuant to a
“continuing resolution” that authorizes agencies of the U.S. Governmant to continue to operate, but does not authorize new
spending initiatives. When the U.S. Government cperates under a continuing resolution, delays can occur in the procurement
of the services and solutions we provide. We have from time to time experienced a decline in revenues in our fourth quarter
ending January 31 and beyond as a result of this annual budget cycle, and we could experience similar declines in revenues
if the budget process is delayed significantly in future years, When supplemeantal budgets are required to operate the U.S.
Government and passage of legislation needed to approve any supplemental budget is delayed, the overall funding
environment for our Government segment could be adversely affected.

Our failure to comply with a variety of procurement rules and regulations could result in our being liable for
penalties, including termination of our U.S. Government contracts, and changes in government regulations or
practices could adversely affect our profitability, cash balances or growth prospects.

We must comply with laws and regulations relating to the formation, administration and perfarmance of U.S. Government
contracts, which affect how we do business with our customers. Such laws and regulations may potentially impose added
costs on our business and our failure to comply with them may lead to penalties and the termination of our U.S. Government
contracts. Some significant regulations that affect us include:

* the Federal Acquisition Regulation and supplements, which regulate the formation, administration and performance of
U.S. Government contracts

* the Truth in Negotiations Act, which requires certification and disclosure of cost and pricing data in connection with
contract negotiations

= the Cost Accounting Standards, which impose accounting requirements that govern our right to reimbursement under
certain cost-based government contracts

The U.8. Government may revise its procurement practices or adopt new contract rules and regulations, such as Cost
Accounting Standards, at any time. In addition, the U.S. Government may face restrictions or pressure regarding the amount
of services it may obtain from private contractors. Any of these changes could impair our ability to obtain new contracts or
renew contracts under which we currently perform when those contracts are put up for recompetition bids. Any new
contracting methods could be costly or administratively difficult for us to implement and could adversely affect our future
revenues.

Recent and proposed legislation, which if adopted, may potentially result in added costs on our business and our failure to
comply with new laws and regulations could adversely affect our financial condition and operating results. Congressional
legistation and initfatives dealing with procurement reform and shifts in the buying practices of government agencies resulting
from those proposals could have adverse effects on government contractors, including us. Potential changes under
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consideration include continued attempts to increase the use of fixed price contracts which would transfer the assumption of
some risks from the U.S. Government to the performing contractors. The FY08 National Defense Authorization Act contains
a number of acquisition policy changes that, depending upon enactment language, could lead to changes in government
procurement policy that could negatively impact our current business practices. Additionally, recent increases in
congressional scrutiny and investigations into business practices and intc major programs supported by contractors could
lead to increased legal costs and has the potential to adversely effect the reputation and profitability of targeted companies.

Our business is subject to audits and cost adjustments by the U.S. Government, and our contracts with the U.S.
Government are subject to review and investigation which, if resolved unfavorably to us, could adversely affect
our profitability, cash position or growth prospects.

U.S. Government agencies routinely audit and review their contractors' performance on contracts, cost structure, pricing
practices and compliance with applicable laws, regulations and standards. They also review the adequacy of, and a
contractor's compliance with, its internal control systems and policies, including the contractor's purchasing, property,
estimating, compensation and management information systems. Such audits may result in adjustments to our contract
costs, and any costs found to be improperly allocated will not be reimbursed. All of our indirect contract costs have been
agreed upon through fiscal 2004 and are not subject to further adjustment. We have recorded contract revenues in fiscal
2005 through 2008 based upon costs we believe will be approved upon final audit. However, we do not know the outcome
of any future audits and adjustments and, if future audit adjustments exceed our estimates, our profitability could be
adversely affected.

Additicnally, our contracts with the U.S. Government are subject to review and investigation. If such a review or investigation
identifies improper or ilegal activities, we may be subject to civil or criminal penalties or administrative sanctions, including
the termination of contracts, forfeiture of profits, the triggering of price reduction clauses, suspension of payments, fines and
suspension or debarment from doing business with U.S. Government agencies. We could also suffer harm to our reputation
if allegations of impropriety were made against us, which would impair our ability to win awards of contracts in the future or
receive renewals of existing contracts. We are from time to time subject to investigations by the DoD and other agencies.
Although we have never had material penalties or administrative sanctions imposed upon us, such penalties and sanctions
are not uncommon in the industry. If we incur a material penalty or administrative sanction or otherwise suffer harm to our
reputation, our profitability, cash position and future prospects could be adversely affected.

We derive significant revenue from contracts awarded through a competitive bidding process. Due to this
competitive pressure, we may be unable to sustain our revenue growth and profitability.

We obtain many of our contracts with the U.S. Government through a competitive bidding process and expect that much of
the business that we seek in the foreseeable future will be awarded through competitive bidding. The U.S. Government has
increasingly relied on certain types of contracts that are subject to a competitive bidding process which has resulted in
greater competition and increased pricing pressure. The competitive bidding process imposes substantial costs and
presents a number of risks, including the substantial cost and managerial time we spend to prepare bids and proposals for
competitively awarded contracts that may not be awarded to us, our failure to accurately estimate the resources and costs
that will be required to service any contract we win, and the risk that we may encounter expense, delay or modifications to
previously awarded contracts as a result of our competitors protesting or challenging contracts awarded to us in competitive
bidding. Qur failure to compete effectively in this procurement environment would adversely affect our revenues and/or
profitability.

The U.S. Government may modify, curtail or terminate our contracts at any time prior to their completion and, if
we do not replace them, we may be unable to sustain our revenue growth and may suffer a decline in revenues.

Many of the U.S. Government programs in which we participate as a contractor or subcontractor may extend for several
years. These programs are normally funded on an annual basis. Under our contracts, the U.S. Government generally has the
right not to exercise options to extend or expand our contracts and may maodify, curtail or terminate the contracts and
subcontracts at its convenience. Any decision by the U.S. Government not to exercise contract options or to modify, curtail
of terminate our major programs or contracts would adversely affect our revenues and revenue growth.

We may not realize as revenues the full amounts reflected in our backlog, which could adversely affect our
expected future revenues and growth prospects.

As of January 31, 2008, our total consolidated backlog was $15.0 billion, which included $5.1 billion in funded backlog. Due
to the U.S. Government's ability to not exercise contract options or to modify, curtall or terminate our major programs or
contracts and the rights of cur customers in our Commercial segment to cancel contracts and purchase orders in certain
circumstances, we may never realize revenues from some of the contracts that are included in cur backlog. Qur unfunded
backlog, in particular, contains management’s gstimate of amounts expected to be realized on unfunded contract work that
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may never be realized as revenues. If we fail to realize as revenues amounts included in our backlog, our expected future
revenue and growth prospects may be adversely affected.

We use estimates when entering into various contractual commitments and in recognizing revenues. If we are
unable to accurately estimate the costs, time and resources or to effectively manage and control costs
associated with these contractual commitments, or if we make changes to estimates used in recognizing
revenue, our profitability may be adversely affected.

Over the last three fiscal years, an average of 17% of our total consolidated revenues were derived from FFP contracts, in
which we bear risk that actual costs may exceed the estimated costs on which the prices are negotiated. When making
proposals on these types of contracts, we rely heavily on our estimates of costs and timing for completing the associated
projects, as well as assumptions regarding technical issues. In each case, our failure to accurately estimate costs or the
rasources and technology needed to perform our contracts or to effectively manage and control our costs during the
performance of ocur work could result, and in some instances has resulted, in reduced profits or in losses. More generally,
any increased or unexpected costs or unanticipated delays in connection with the performance of these contracts, inctuding
costs and delays caused by contractual disputes or other factors outside of our control, could make these contracis less
profitable or unprofitable. Future losses could have a material adverse effect on our profitability.

Revenues from our contracts are primarily recognized using the percentage-of-completion method based on progress
towards completion, with performance measured by the cost-to-cost method, efforts-expended method or units-of-delivery
method, all of which require estimates of total costs at completion. Estimating costs at completion on our long-term
contracts, particutarly due to the technical nature of the services being performed, is complex and involves significant
judgment. Adjustments to original estimates are often required as work progresses, experience is gained and additional
information becomes known, even though the scope of the work required under the contract may not change. Any
adjustment as a result of a change in estimate is recognized as events become known. Due to the size of many of our
contracts, changes in the underlying assumptions, circumstances or estimates could result in adjustrments that may
adversely affect future financial results.

Systems failures couid disrupt our business and impair our ability to effectively provide our products and
services to our customers, which could damage our reputation and adversely affect our revenues and
profitability.

During the year ended January 31, 2008, we began a phased implementation of a new information technology system to be
used as our accounting systern. The implementation is expected to be completed in multiple phases through fiscal 2010,
The transition to the new information technology system includes a significant effort in the testing of the system prior to
implementation, training of employees who will be using the system and updating of our internal control process and
procedures that will be impacted by the implementation.

System disruptions, including those caused by the implementation of the new information technology system, if not
anticipated and appropriately mitigated, could have a material adverse effect on our business including, among cther things,
an adverse effect on our ability to bill our customers for work performed on our contracts, collect the amounts that have
been billed and produce accurate financial statements in a timely manner.

We are also subject to systems failures, including network, software or hardware failures, whether caused by us, third-party
service providers, intruders or hackers, computer viruses, natural disasters, power shortages or terrorist attacks. Any such
failures could cause loss of data and interruptions or delays in our or our custorrers' businesses, cause us to incur
remediation costs, subject us to claims and damage our reputation. In addition, the failure or disruption of our
communications or utilities could cause us to interrupt or suspend our operations or otherwise adversely affect our business.
QOur property and business interruption insurance may be inadequate to compensate us for all losses that may occur as a
result of any system or operational failure or disruption and, as a result, our future results could be adversely affected.

The systems and networks that we maintain for cur customers could also fail. If a system or network that we maintain were
to fail or experience service interruptions, we might experience loss of revenue, remediation costs or face claims for
damages or contract termination. Qur errors and omissions liability insurance may be inadequate to compensate us for all of
the damages that we might incur and, as a result, our future results could be adversely affected.

We face aggressive competition that can impact our ability to obtain contracts and therefore affect our future
revenues and growth prospects.

Our business is highly competitive in both the Government and Commercial segments. We compete with larger companies
that have greater name recognition, financial resources and larger technical staffs. We also compete with smaller, more
specialized entities that are able to concentrate their resources on particular areas. In the Govemment segment, we compete
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with the U.S. Govermment's own capabilities and federal non-profit contract research centers. To remain competitive, we
must provide superior service and performance on a cost-effective basis to our customers.

Adverse judgments or settlements in legal disputes could require us to pay potentially large damage awards,
which would adversely affect our cash balances and profitability.

We are subject to, and may become a party to, a variety of litigation or other claims and suits that arise from time to time in
the ordinary course of our business. Adverse judgments or settlements in some or all of these legal disputes may resutt in
significant manetary damages or injunctive relief against us. The litigation and cther claims described in this report are
subject to inherent uncertainties and management's view of these matters may change in the future.

Qur failure to attract, train and retain skilled employees, including our management team, would adversely
affect our ability to execute our strategy.

The availability of highly trained and skilled technical, professional and management personnel is critical to our future growth
and profitability. Competition for scientists, engineers, technicians and professional and management personnel! is intense
and competitors aggressively recruit key employees. In addition, many U.S. Government programs require contractors to
have security clearances. Depending on the level of required clearance, security clearances can be difficult and time-
consuming to obtain and personnel with security clearances are in great demand. Because of our growth and increased
competition for experienced personnel, particularly in highly specialized areas, it has become more difficult to meet all of our
needs for these employees in a timely manner and this may affect our growth in the current fiscal year and in future years.
Although we intend to continue to devote significant resources to recruit, train and retain qualified employees, we may not be
able to attract and retain these employees. Any failure to do so would have an adverse effect on our ability to execute our
strategy.

In addition to attracting and retaining qualified engineering, technical and professional personnel, we believe that our success
will also depend on the continued employment of a highly gualified and experienced senior management team and its ability
to generate new business. Qur inability to retain appropriately qualified and experienced senicr executives could cause us to
lose customers or new business opportunities.

Employee misconduct, including security breaches, or our failure to comply with laws or regulations applicable
to our business could cause us to lose customers or our ability to contract with the U.S. Government.

Because we are a U.S. Government contractor, misconduct, fraud or other improper activities by our employees or our
failure to comply with laws or regulations could have a significant adverse impact on our business and reputation. Such
misconduct could include the failure to comply with U.S. Government procurement regulations, regulations regarding the
protection of classified information, legislation regarding the pricing of labor and other costs in U.S. Government contracts,
regulations on lobbying or similar activities, environmental laws and any other applicable laws or regulations. Many of the
systems we develop involve managing and protecting information relating to national security and other sensitive government
functions. A security breach in one of these systems could cause serious harm to our business, damage our reputation and
pravent us from having access to such critically sensitive systems. Employee misconduct could alse involve data security
lapses resulting in the compromise of personal information or the improper use of our customer’'s sensitive or classified
information, which could result in remediation costs, regulatory sanctions against us and serious harm to our reputation.
Other examples of potential employee misconduct include time card fraud and violations of the Anti-Kickback Act. The
precautions we take to prevent and detect these activities may not be effective, and we could face unknown risks or losses.
Qur failure to comply with applicable laws or regulations or misconduct by any of our employees could subject us to fines
and penalties, loss of security clearance and suspension or debarment from contracting with the U.S. Government, any of
which would adversely affect our business and reputation.

Our services and operations sometimes involve using, handling or disposing of hazardous materials, which
could expose us to potentially significant liabilities.

Our services sometimes involve the investigation or remediation of environmental hazards, as well as the use, handling or
disposal of hazardous materials. These activities and our operations generally subject us to extensive foreign, federal, state
and local environmental protection and health and safety laws and regulations, which, among other things, require us to
incur costs to comply with these regulations and could impose liability on us for contamination. Furthermore, failure to
comply with these environmental protection and health and safety laws coutd result in civil or criminal sanctions, including
fines, penalties or suspension or debarment from contracting with the U.S. Government. Additionally, cur ownership and
operation of real property also subjscts us to environmental protection laws, some of which hold current or previous owners
or operators of businesses and real property liable for contamination, even if they did not know of and were not responsible
for the contamination. Although we have not incurred any significant costs refated to environmental matters to date, any
violations of, or liabilities pursuant to, these laws or regulations could adversely affect our financial condition and operating
results. '
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Acquisitions, investments, joint ventures and divestitures could result in operating difficulties and other adverse
consequences to our business.

Growth through acquisitions of new businesses, investments and joint ventures is an important part of our strategy and we
expect that a significant portion of our planned growth will continue to come from these transactions. We evaluate potential
acquisitions, investments and joint ventures on an ongoing basis. Our acquisitions, investmenits, joint ventures and
divestitures pose many risks, including:

* we may not be able to compete successfully for available acquisition candidates, complete future acquisitions and
investments or accurately estimate the financial effect of acquisitions and investments on our business

» future acquisitions, investments and joint ventures may require us to issue capital stock or spend significant cash or
may result in a decrease in our operating income or operating margins and we may be unable to recover investments
made in any such acquisitions

* we may have trouble integrating acquired businesses or retaining their personnel or customers

* acquisitions, investments, joint ventures or divestitures may disrupt our business and distract our management from
other responsibilities

* we may not be able to effectively influence the operations of our joint ventures, which could adversely affect our
operations

* acquired entities or joint ventures may not operate profitably
* we may assume pre-existing liabilities, whether known or unknown, of acquired companies which could be material
* we may not realize anticipated synergies and acquisitions may not result in improved operating performance

+ divestitures may result in losses on disposal or continued financial involvement in the divested business, such as
through indemnification, guarantees or other financial arrangements, for a period of time following the transaction.
Losses on disposal or non-performance by those divested businesses with whom we have continuing financial
invalvement could affect our financial results

¢ adownturn in our business could result in the write-off of goodwill and acceleration of the amortization of intangible
assets related to acquisitions

If our acquisitions, investments or joint ventures fail or perform poorly, our business and financial results could be adversely
affected.

In eonducting our business, we depend on other contractors and subcontractors. If these parties fail to satisfy
their obligations to us or the U.S. Government, or if we are unable to maintain these relationships, our revenues,
profitability and growth prospects could be adversely affected.

We depend on contractors and subcontractors in conducting our business. There is a risk that we may have disputes with
our subcantractors arising from, among other things, the quality and timeliness of work performed by the subcontractor,
customer concerns about the subcontractor, our failure to extend existing task orders or issue new task orders under a
subcontract, our hiring of a subcontractor's personnel or the subcontractor’s failure to comply with applicable law. In
addition, if any of our subcontractors fail to deliver on a timely basis the agreed-upon supplies and/or perform the agreed-
upon services or have regulatory compliance or other problems, our ability to fulfil cur obligations as a prime contractor may
be jeopardized. Significant losses could arise in future periods and subcontractor performance deficiencies could result in a
customer terminating a contract for default. A termination for default could expose us to liability and have an adverse effect
on our ability to compete for future contracts and orders, especially if the customer is an agency of the U.S. Government.

We also rely on relationships with other contractors when we act as their subcontractor or joint venture partner. Our future
revenues and growth prospects could be adversely affected if other contractors sliminate or reduce their subcontracts or
joint venture relationships with us, or if the U.S. Government terminates or reduces these other contractors’ programs, does
not award them new contracts or refuses to pay under a contract. Additionally, companies that do not initially have access to
U.S. Government contracts may perform services as our subcontractor for a U.S. Government customer, and through that
exposure secure future positions as prime U.S. Government contractors. If any of our current subcontractors were awarded
prime contractor status in the future, not only would we have to compete with them for future U.S. Government contracts,
but our ability to perform our current and future contracts might also be impaired.

Woe face risks associated with our international business.

Approximately 2%, 3% and 3% of our total consolidated revenues in each of fiscal 2008, 2007 and 2006, respectively, was
generated by our entities outside of the United States. Additionally, our domastic entities periodically enter into contracts with
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foreign customers. These international business operations are subject to a variety of the risks associated with conductmg
business internationally, including:

* changes in or interpretations of foreign laws, regulations or policies that may adversely affect the performance of our
services, sale of our products or repatriation of our profits to the United States

* the imposition of tariffs
= hyperinflation or economic or political instability in foreign countries

+ imposition of limitations on of increase of withholding and other taxes on remittances and other payments by foreign
subsidiaries or joint ventures

¢ conducting business in places where laws, business practices and customs are unfamiliar or unknown

e the imposition of restrictive trade policies

* the imposition of inconsistent laws or regulations

* the imposition or increase of investment and other restrictions or requirements by foreign governments

* uncerainties relating to foreign laws and legal and arbitration proceedings

* compliance with a variety of U.S. laws, including the Foreign Corrupt Practices Act, by us or key subcontractors

» compliance with U.S. export control regulations and palicies that restrict our ability to communicate with non-U.S.
employees and supply foreign affiliates and customers

» fluctuations in currency exchange rates

Although revenues derived from our international operations have been relatively low, we do not know the impact that these
regulatory, geopoltical and other factors may have on our business in the future and any of these factors could adversely
affect our business. Failure to comply with U.S. Government laws and regulations applicable to international business like the
Foreign Corrupt Practices Act or U.S. export control regulations could have an adverse impact on our business with the U.S.
Government. Additionally, these risks relating to international operations may expose us to potentially significant contract
losses.

We have only a limited ability to protect our intellectual property rights, which are important to our success. Qur
failure to adequately protect our intellectual property rights couid adversely affect our competitive position.

Our success depends, in part, upon our ahility to protect our propristary information and other intellectual property. We rely
principally on trade secrets to protect much of our intellectual property where we do not believe that patent or copyright
protection is appropriate or obtainable. However, trade secrets are difficult to protect. Although our employees are subject to
confidentiality obligations, this protection may be inadequate to deter or prevent misappropriation of our confidential
information. In addition, we may be unable to detect unauthorized use of our intellectual property or otherwise take
appropriate steps to enforce our rights. Failure to obtain or maintain trade secret protection would adversely affect our
competitive business position. In addition, if we are unable to prevent third parties from infringing or misappropriating our
copyrights, trademarks or other proprietary information, our competitive position could be adversely affected.

Our financial results may vary significantly from period-to-period.

Our financial results may fluctuate as a result of a number of factors, many of which are outside of our control. For these
reasons, comparing our operating results on a period-to-period basis may not be meaningful, and you should not rely on our
past results as an indication of our future performance. Our financial results may be negatively affected by any of the risk
factors listed in this “Risk Factors” section and in particutar the following:

* areduction of government funding or delay in the completion of the U.S. Government's budget process

» decisions by the U.S. Government not to exercise contract options or to modify, curtail or terminate our major programs
or contracts

¢ failure to accurately estimate or control costs under firm-fixed-price {FFP) contracts

s adverse judgments or settlements in contractual disputes, legal disputes or legal compliance issues
* expenses related to restructuring actions, acquisitions, mergers or joint ventures

+ other one-time financial charges

= seasonality of our business
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Risks Relating to Our Stock

The concentration of our capital stock ownership with our employee benefit plans, executive officers,
employees, former employees and directors and their respective affiliates limits the ability of common
stockholders to influence corporate matters.

As of January 31, 2008, our Class A preferred stock represented 57% of our outstanding capital stock. Our Class A
preferred stock has 10 votes per share compared to our publicly-traded common stock which has one vote per share. The
Class A preferred stock is held by our employee benefit plans, executive officers, employees, former employees and
directors and their respective affiliates. They are able to exercise a majority of the voting power and for the foreseeable
future, will have significant influence over our management and affairs and over all matters requiring stockholder approval,
including the election of directors and significant corporate transactions, such as a merger or sale of our company or our
assets. As a result of this dual-class structure, our employee benefit plans, executive officers, employees, former employees
and directors and their respective affiliates may be able to control all matters submitted to our stockholders for approval,
even if they come to own less than 50% of the cutstanding shares of our capital stock, except o the extent that holders of
commeon stock may be entitied to vote as a separate class under the General Corporation Law of the State of Delaware. This
concentrated control limits the ability of the commaon stockholders to influence corporate matters and, as a result, we may
take actions that our common stockholders do not view as beneficial. As a result, the market price of our common stock
could be adversely affected.

Provisions in our charter documents and under Delaware law could delay or prevent transactions that many
stockholders may favor.

Some provisions of our certificate of incorporation and bylaws may have the effect of delaying, discouraging or preventing a
merger or acquisition that our stockholders may consider favorable, including transactions in which stockholders might
receive a premium for their shares. These restrictions, which may alsc make it more difficult for our stockholders to elect
directors not endorsed by our current directors and management, include the following:

¢ Qur certificate of incorporation provides for Class A preferred stock, which currently gives our employee benefit plans,
executive officers, employees, former employees and directors and their respective affiliates voting controt over all
matters requiring stockholder approval, including the election of directors and significant corporate transactions such as
a merger or other sale of our company or its assets. This concentrated control could discourage others from initiating
any potential merger, takeover or other business combination that other stockholders may view as bengficial.

e Qur certificate of incorporation provides that our bylaws and certain provisions of our certificate of incorporation may be
amended by only two-thirds or more voting power of all of the outstanding shares entitled to vote. These supermajority
voting requirements could impede our stockholders’ ability to make changes to our certificate of incorporation and
bylaws, which could delay, discourage or prevent a merger, acquisition or business combination that other stockholders
may consider favorable.

* Qur certificate of incorporation generally provides that mergers and certain other business combinations between us
and a related person be approved by the holders of securities having at least 80% of our outstanding voting power, as
well as by the holders of a majority of the voting power of such securities that are not owned by the related person. This
supermajority voting requirement could prevent a merger, acquisition or business combination that our stockholders
may consider favorable,

¢ Qur stockholders may not act by written consent or call special meetings. As a result, a holder, or holders, controlling a
maijority of our capital stock are limited in their ability to take certain actions other than in connection with our annual
stockholders’ meeting.

e Our board of directors may issue, without stockholder approval, shares of undesignated preferred stock. The ability to
authorize undesignated preferred stock makes it possible for our board of directors to issue preferred stock with voting
or other rights or preferences that could impede the success of any attempt to acquire us.

As a Delaware corporation, we are also subject to certain restrictions on business combinations. Under Delaware law, a
corporation may not engage in a business combination with any holder of 15% or more of its capital stock unless the holder
has held the stock for three years, or among other things, the board of directors has approved the business combination or
the transaction pursuant to which such person became a 15% holder prior to the time the person became a 15% holder.
Qur board of directors could rely on Delaware law 10 prevent or delay an acquisition of us.

Forward-Looking Statement Risks

You may not be able to rely on forward-looking statements.

This report contains forward-looking statements that are based on our management’s belief and assumptions about the
future in light of information currently available to our management. These statements relate to future events or our future
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financial performance, and involve known and unknown risks, uncertainties and other factors that may cause our actual
results, levels of activity, performance or achievements to be materially different from any future resutts, levels of activity,
performance or achievements expressed or implied by these forward-looking statements. These factors include, but are not
limited to:

» changes in the U.S. Government defense budget or budgetary priorities or delays in the U.S. budget process;
* changes in U.S. Government procurement rules and regulations;

s our compliance with various U.S. Government and other government procurement rules and regulations;
* the outcome of U.S. Government audits of our company;

» our ability to win contracts with the U.S. Government and others;

» our ability to attract, train and retain skilled employees;

¢ our ability to maintain relationships with prime contractors, subcontractors and joint venture partners;

¢ our ability to obtain required security clearances for our employess;

+ our ability to accurately estimate costs associated with our firm-fixed-price and other contracts;

¢ resolution of legal and other disputes with our customers and others or legal compliance issues

¢ our ability to acquire businesses and make investments;

* our ability to manage risks associated with our international business;

« our ability to compete with others in the markets in which we operate; and

* our ability to execute our business plan and long-term management initiatives effectively and to overcome these and
other known and unknown risks that we face.

» o " ou

In some cases, you can identify forward-looking statements by terminology such as “may,” “will,” “should,” “expects,”
“intends,” “plans,” "anticipates,” "believes,” “estimates,” “predicts,” “potential,” “continue” or the negative of these terms or
other comparable terminology. Although we believe that the expectations reflected in the forward-looking statements are
reasonable, we cannot guarantee future results, levels of activity, performance or achievements. There are a number of
important factors that could cause our actual results to differ materially from those results anticipated by our forward-looking
statements. We do not intend to update any of the forward-looking statements or to conform these statements to actual
results.

" o« [ »o now

item 1B. Unresolved Staff Comments

None.

ltem 2. Properties

As of January 31, 2008, we conducted our operations in approximately 400 offices located in 43 states, the District of
Columbia and various foreign countries. We occupy a total of approximately 10 million square feet of space. Of this total, we
own approximately 2.6 million square feet, and the remaining balance is leased. QOur major locations are in the San Diego,
California and Washington, D.C. metropolitan areas, where we occupy approximately 1.2 million square feet of space and
2.7 milion square feet of space, respectively.

We own and occupy the following properties;

Number of Square
Location buildings footage  Acreage

McLean, Virginia 4 836,000 183
San Diego, Califomia 7 650,000 222
Vienna, Virginia 2 272,000 147
Virginia Beach, Virginia 2 159,000 225
Huntsville, Alabama 1 100,000 11.3
Columbia, Maryland 1 96,000 7.3
Colorado Springs, Colorado 1 86,000 58
Orlando, Florida 1 85,000 18.0
Oak Ridge, Tennessee 1 83,000 125
Dayton, Ohio 2 79,000 4.5
Reston, Virginia 1 62,000 2.6
Richland, Washington 1 24,000 3.1
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The nature of our business is such that there is no practicable way to relate occupied space to industry segments. We
consider our facilities suitable and adequate for our present needs. See Note 14 of the notes to consolidated financial
statements contained within this Annual Report on Form 10-K for information regarding commitments under leases.

Itemn 3. Legal Proceedings
Telkom South Africa

Our former Telcordia subsidiary instituted arbitration proceedings before the International Chamber of Commerce (ICC),
against Telkom South Africa in March 2001 as a result of a contract dispute. Telcordia seeks 10 recover damages for breach
of contract, plus interest at a rate of 15.5%. Telkom South Africa counterclaimed, seeking substantial damages from
Telcordia. On September 27, 2002, the arbitrator found that Telkom South Africa repudiated the contract and dismissed
Telkom South Africa's counterclaims against Telcordia. The damages to be recovered by Telcordia will be determined in the
second phase of the arbitration. Although Telkom South Africa challenged the arbitrator’s partial award in Telcordia's favor in
the South African court system, the arbitrator’'s decision was ultimately upheld. ' .

The second phase of the arbitration to determine the damages to be recovered by Telcordia has now commenced. Telcordia
submitted its statement of claim and related document production on March 30, 2007, which seeks damages in excess of
$200 million plus interest and legal fees and costs. As a result of a preliminary hearing with the arbitrator, Telkom South .
Africa paid Telcordia $9 million of uncontested damages relating to one aspect of the dispute. In July 2007, the arbitrator !
ruled that Telcordia is entitled to 15.5% simple interest per year on awarded damages, running from the date of breach by
Telkom South Africa. Due to the complexity of the remaining issues, the arbitrator cancelled a September 2007 arbitration
hearing to detarmine the amount of Telcordia's damages and scheduled an April 2008 hearing focusing only on damage
issues. A final hearing with closing submissions was scheduled for June 2008 in Londen. In February 2008, the arbitrator
appointed a third party expert to provide an independent opinion regarding specific technical issues. The parties disagree on
the scope of the third party expert's mandate, as well as certain discovery issues. Consequently, the hearings originally
scheduled for April and June have been cancelled and a hearing to address the outstanding procedural issues is scheduled
for April 2008. As a result, the completion of the arbitration will likely be delayed. Pursuant to the definitive stock purchase
agreement for the sale of Telcordia, we are entitled to receive all of the proceeds, net of the tax liability incurred by Telcordia,
from any judgment or settlement. We received $4 million during the year ended January 31, 2008 related to amounts
collected by Telcordia from Telkom South Africa.

Due to the complex nature of the legal and factual issues involved in the dispute, the damages that Telcordia will ultimately
be awarded in the second phase of arbitration, and therefore the amounts we will be entitled to receive, net of applicable
taxes, are not presently determinable. We do not have any assets or liabilities recorded related to this contract and the
related legal proceedings as of January 31, 2008 and 2007.

INTESA Joint Venture

We held a 80% interest in Informatica, Negocios y Tecnologia, S.A., (INTESA), a Venezuelan joint venture we formed in fiscal
1997 with Venezuela’s national oil company, PDVSA, to provide information technology services in Latin America, INTESA
derived substantially all its revenues from an outsourcing services agreement with PDVSA. The services agreement expired
on June 30, 2002 and INTESA subsequently ceased operations. The operations of INTESA were classified as discontinued
operations as of January 31, 2003 and INTESA is currently insolvent.

INTESA is a defendant in a number of lawsuits brought by former employees seeking unpaid severance and pension
tenefits. PDVSA, SAIC and SAIC Bermuda, our 100%-owned subsidiary and the entity that held our interest in INTESA,
were added as defendants in a number of these suits. Based on the procedural standing of these cases and our
understanding of applicable laws and facts, we believe that our exposure to any possible loss related to these employment
claims is either remote or, if reasonably possible, immaterial.

Other

We are subject to investigations and reviews relating to compliance with various laws and regulations with respect to our role
as a contractor to agencies and departments of the U.S. Government and in connection with performing services in
countries outside of the United States. Such matters can lead to criminal, civil or administrative proceedings and we could be
faced with penalties, fines, repayments or compensatory damages. Adverse findings could also have a material adverse
effect on us because of our reliance on government contracts. Although we can give no assurance, based upon
management's evaluation of current matters that are subject to U.S. Government investigations of which we are aware and
based on management'’s current understanding of the facts, we do not believe that the outcome of any such matter would
likely have a material adverse effect on our consolidated financial position, results of operations, cash flows or our ability to
conduct business.
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We are subject to periodic audits by state and local governments for taxes other than income taxes. We do not believe that
the outcome of any such tax matters would have a material adverse effect on our consolidated financiat position, results of
operations, cash flows or our ability to conduct business.

We are also involved in various claims and lawsuits arising in the normal conduct of our business, none of which, in the
opinion of cur management, based upon current information, will likely have a material adverse effect on our consolidated
financial position, results of operations, or cash flows or our ability to conduct business.

As a result of a dispute over the proper interpretation of contract pricing terms, we have initiated a lawsuit against a state
government customer seeking payment for certain technical services. Although the amount of the claim, based on three
urpaid invoices, is only approximately $40,000, the resolution of the claim is expected to resolve the pricing interpretation
dispute and could have significant implications for the contract going forward. While we are confident in our interpretation of
the pricing terms, if the customer’s interpretation prevails, given estimated future tasking over the five year term of the base
contract and the two option years, we estimate that this could result in an aggregate loss on the contract of approximately
$5 million to $50 million, with the lower end of the range more likely. We have not recorded a liability for this matter as of
January 31, 2008.

In the normal conduct of our business, we seek to monetize our patent portfolio through licensing agreements. We have
defended and will continue to defend our patent positions when we believe our patents have been infringed and are involved
in such litigation from time to time. Pursuant to the terms of the definitive stock purchase agreement for the sale of our
Telcordia subsidiary, we will receive 50% of any net proceeds that Telcordia receives in the future in connection with the
enforcement of certain patent rights.

ltem 4. Submission of Matters to a Vote of Security Holders
None.

Executive and Other Key Officers of the Registrant

The following is a list of the names and ages (as of March 7, 2008) of all of our key officers, indicating all positions and offices
held by each such person and each such person’s principal occupation or employment during at least the past five years.
Except as otherwise noted, each of the persons listed below has served in his or her present capacity for us for at least the
past five years. All such persons have been elected to serve uniil their successors are elected and qualified or until their
earlier resignation or removal.

Nare of officer Age Position{s) with the company and prior business experience

Deborah H. Alderson* 51 Group President since October 2005. Ms. Alderson previously served as Deputy Group
President from August 2005 to October 2005. Prior to joining us, Ms. Alderson held various
positions with Anteon International Corporation, a systems integration services provider,
including President of the Systems Engineering Group from January 2002 to August 2005,
and Senior Vice President and General Manager of the Systems Engineering Group from
November 1998 to January 2002, Ms. Alderson held various positions with Techmatics,
Inc., a systems engineering provider, from 1985 to 1998,

Amy E. Alving 45  Chief Technology Officer since December 2007 and Senior Vice President since January
2007, Ms. Alving held various positions with us since 2005, including serving as Chief
Scientist from June 2007 to December 2007. Prior to joining us, Ms. Alving served as the
Director of the Special Projects Office with Defense Advanced Research Projects Agency
from 2001 to 2005 and was a White House fellow at the Department of Commerce from
1997 to 1998.

Joseph W. Craver Il 49 Group President since June 2007. Mr. Craver previously held various positions with us
since 1989, including serving in successive line managenal positions from 1997 to 2007.
Prior to joining us, Mr. Craver held various positions with the U.S. Navy nuclear submarine
program from 1981 to 1989,

Kenneth C. Dahlberg* 63 Chairman of the Board since July 2004 and Chief Executive Officer and Director since
November 2003. Mr, Dahiberg served as President from November 2003 to March 2006.
Prior to joining us, Mr. Dahlberg served as Corporate Executive Vice President of General
Dynamics Corp., a defense industry contractor, from March 2001 to October 2003. Mr.
Dahlberg served as President of Raytheon Intemational from February 2000 to March
2001, and from 1997 to 2000 he served as President and Chief Operating Officer of
Raytheon Systems Company. Mr. Dahlberg held various positions with Hughes Aircraft
from 1967 to 1997, Mr. Dahlberg has served as a director of Teledyne Technologies since
February 2006.
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Narme of officer

Age

Position(s} with the company and prior business experience

Steven P. Fisher

John R. Hartley*

W. Greg Henson

Brian F. Keenan

Charles F. Koontz*

Lawrence B. Prior, lII*

Arnold L. Punaro*®

Douglas E. Scott*

K. Stuart Shea”

Marik W. Sopp*

Joseph P. Walkush*

" Indicates an executive officer.

47

42

48

51

46

52

61

51

51

42

56

Treasurer since January 2001 and Senior Vice President since July 2001, Mr. Fisher has
held various positions with us since 1988, including serving as Assistant Treasurer and
Corporate Vice President for Finance from 1997 to 2001 and Vice President from 1995 1o
1997.

Senior Vice President and Corporate Controller since August 2005. Mr. Hartley has held
various positions with our finance crganization since 2001. For 12 years prior to that, Mr.
Hartley was with the accounting firm currently known as Deloitte & Touche LLP.

Senior Vice President and Director of Business Development since December 2006. Prior
to joining us, Mr. Henson served as Vice President of Homeland Security and Homeland
Defense operations with L-3 Communications from 2005 to 2006. Mr. Henson served as
Vice Prasident of Business Development with Harris Corparation, a communications
equipment company, from 2002 to 2005. Mr. Henson was Vice President of Operations
with Meggitt Avicnics frem 2001 to 2002. Mr. Henson also held various positions with
Raytheon Corporation from 1993 to 2001.

Executive Vice President for Human Resources since September 2007. Mr. Keenan
previously held various positions with us since 2000, including serving as Vice President
and Director of U.S. Human Resource operations from September 2004 to September
2007, Prior to joining us, Mr. Keenan held various positions with Mobil and ExxonMaobil
from 1985 to 2000.

Group President since June 2007. Mr. Koontz previously held various positions with us
since 2004, including serving as Business Unit General Manager from June 2004 to June
2007. Prior to joining us, Mr. Koontz led Cap Gemini Emst & Young's telecom, media and
networks business from May 2000 to January 2004 and also held management and
consultant positions with General Electric and Litton Industries Automation Systems.

Chief Operating Officer since October 2007. Mr. Prior served as Group President from
February 2005 to September 2007. Prior to joining us, Mr. Prior served as Chief Financial
Officer and then President and Chief Executive Officer of LightPointe Communications, Inc.
from 2000 untit 2004.

Executive Vice President since February 2005. Mr. Punaro has held various positions with
us since 1997, including Sector Vice President, Senior Vice President and Director of
Corporate Development, Mr, Punaro also served as the Staff Director of the Senate Armed
Sarvices Committee and retired as a Major General in the United States Marine Corps
Reserve.

Executive Vice President since June 2007, General Counsel since 1992 and Secretary
since July 2003. Mr. Scott has held various positions with us since 1987, including serving
as a Senior Vice President from 1997 to 2007 and Corporate Vice President from 1992 to
1997.

Group President since October 2007, Since joining us in 2005, Mr. Shea has served as
Senior Vice President and Business Unit General Manager. Prior to joining us, Mr. Shea
served as Vice President and Executive Director of Northrop Grumman Corporation’s
TASC Space and Intelligence operating unit from 1999 to 2005, and led other programs
from 1987 to 1999. Mr. Shea held positions with PAR Technology Corporation from 1982
to 1987.

Executive Vice President and Chief Financial Officer since November 2005. Mr. Sopp had
served as Senior Vice President, Chief Financial Officer and Treasurer of Titan Corporation,
a defense and intelligence contractor, from April 2001 to July 2005, prior to which he had
served as a Vice President and Chief Financial Officer of Titan Systems Corporation, a
subsidiary of Titan Corporation, from 1998 to 2001.

Exscutive Vice President since July 2000. Mr. Walkush has held various positions with us
from 1976 to 1979 and since 1881, including serving as a Sector Vice President from 1984
to 2000.

Pursuant to General Instruction G(3} of General Instructions to Form 10-K, the list above is included as an unnumbered ltem
in Part | of this Annual Report on Form 10-K in lieu of being incorporated by reference from our definitive Proxy Statement
used in connection with the solicitation of proxies for our 2008 Annual Meeting of Stockholders (2008 Proxy Statement).
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Item 5., Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

On Qctober 16, 2006, a reorganization merger was completed whereby Science Applications Intemnational Corporation
became a 100%-owned subsidiary of SAIC, Inc. Pursuant to the reorganization merger, each share of Class A common
stock and Class B common stock of Science Applications International Corporation was exchanged for two shares and 40
shares, respectively, of Class A preferred stock of SAIC, Inc., after which SAIC, Inc. completed an initial public offering of its
common stock. Our common stock is listed on the New York Stock Exchange (NYSE) and commenced trading on
October 13, 2008, under the ticker symbol “SAl."

Our Class A preferred stock is not listed on a national securities exchange or traded in an organized over-the-counter
market. Shares of our Class A preferred stock are convertible on a one-for-one basis into shares of common stock. Shares
of commaon stock contain the same economic rights as shares of Class A preferred stock. We expect that the market price
of our common stock will determine the value of our Class A preferred stock.

Historical Stock Prices

The range of high and low sales prices at closing of our commaon stock on tha NYSE for each fiscal quarter during the last
two fiscal years, following the commencement of trading on October 13, 2006, was as follows:

Fiscal 2007
Fiscal Quarter ) High Low
31 quarter (October 13, 2006 to October 31, 2006) $20.33 $17.27
4t quarter (November 1, 2006 to January 31, 2007) $20.20 $17.41

Fiscal 2008
Fiscal Quarter High Low !
1% quarter (February 1, 2007 to April 30, 2007) $18.82 $16.88 |
2nd quarter (May 1, 2007 to July 31, 2007) $20.15 $16.76
3rd quarter (August 1, 2007 to October 31, 2007) $19.84 $16.65 ‘
4t quarter (November 1, 2007 to January 31, 2008} $20.68 $18.20

Holders of Common Stock and Class A Preferred Stock

As of March 7, 2008, there were approximately 924 and 41,243 holders of record of our common stock and Class A

preferred stock, respectively. The number of stockholders of record of our common stock is not representative of the

number of beneficial owners due to the fact that many shares are held by depositories, brokers, or nominees. Substantiafly

all of the Class A preferred stock is owned of record or beneficially by our current and former employees, directors and

consultants and their respective family members and by our various employee benefit plans. Holders of Class A preferred

stock are entitled to ten votes per share and holders of common stock are entitled to one vote per share. !

Dividend Policy

We have never declared or paid any cash dividends on our capital stock, except for a special dividend declared by Science
Applications International Corporation of $15 per share on its Class A common stock and $300 per share on its Class B
common stock that was declared prior to, and paid after, the October 2006 reorganization merger and initial public offering.
We do not expect to pay any cash dividends in the foreseeable future and we currently intend to retain any future earnings to
finance our operations and growth, Any future determination to pay cash dividends will be at the discretion of our board of
directors and will depend on available cash, estimated cash needs, eamnings, financial condition, operating results, capital
requirements, applicable contractual restrictions and other factors that our board of directors deems relevant. In addition, our
ability to declare and pay dividends on our stock may be restricted by the provisions of Delaware law and covenants in our
revolving credit facility,
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Performance Graph

The following graph compares the total cumulative return on our common stock from October 13, 2006 ({the date our
common stock commenced trading on the NYSE through our fiscal year ended January 31, 2008 to two indices: (i) the
Standard & Poor’s 500 Composite Stock Index and {ii) the Goldman Sachs Technology Services Index. The graph assumes
an initial investment of $100 on October 13, 2006 and that dividends, if any, have been reinvested. The comparisons in the
graph are required by the Securities and Exchange Commissicn, based upon historical data and are not intended to forecast
or be indicative of possible future performance of our common stock.
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Purchases of Equity Securities

In December 20086, our baard of directors authorized a stock repurchase program under which we may repurchase up to
40 million shares of our common stock as part of cur overall strategy for capital allocation. Stock repurchases under this
program may be made on the open market or in privately negotiated transactions with third parties. Whether repurchases
are made and the timing and actual number of shares repurchased will depend on a variety of factors including price,
corporate and regulatory requirements and other market conditions. On March 21, 2008, our board of directors authorized
the repurchase of an aggregate of 40 million of shares under the stock repurchase program from and after the open of the
NYSE on March 24, 2008 (excluding shares purchased under the stock repurchase program from December 2006 through

March 21, 2008}.
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The following table presents repurchases of our stock during the quarter ended January 31, 2008:

d

Maximum Number

{c) {or Approximate

Total Number of Daollar Valus) of

@ Shares for  Shares {or Units}

Total Number of (b}  Units) Purchased as that May Yet Ba

Shares (or  Average Price Part of Publicly  Purchased Under

Units}  Paid per Share Announced Plans the Plans or

Period Purchased i@ {or Unit) or Programs & Programs
Novermber 1, 2007 - November 30, 2007 404,673 $19.78 — 26,893,939
December 1, 2007 - December 31, 2007 570,875 20.04 60,000 26,833,939
January 1, 2008 - January 31, 2008 2,351,450 19.01 1,498,200 25,334,739

Total 3327008  $1928 ___ 1,569,200

M Includes shares purchased as follows:

November December January
Under publicly announced plans or programs — 60,000 1,499,200
Upon surrender by stockholders of previously owned shares in payment of the
exercise price of non-qualified stock options 199,118 485,304 827,470
Upen surrender by stockholders of previousty owned shares to satisfy statutory tax
withholding obligations refated to vesting of stock awards 205,555 25,671 24,780
Total 404,673 570975  2351,450

@  Does not include newly issued shares acquired by us in connection with employee exercise of non-qualified stock options to
satisfy statutory tax withholding obligations related to the options.

@  Stock repurchase program under which we may repurchase up to 40 million shares of our common stock was publicly
announced on December 12, 2006. On March 21, 2008, our board of directors authorized the repurchase of an aggregate of
40 million of shares under the stock repurchase program from and after the open of the NYSE on March 24, 2008 (excluding
shares purchased under the stock repurchase program from December 2006 through March 21, 2008).
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item 6. Selected Financial Data

The following selected consolidated financial data as of and for the years ended January 31, 2007, 2006, 2005 and 2004
has been reclassified to conform to the year ended January 31, 2008 presentation of discontinued operations as described
in Note 17 of the notes to consclidated financial statements.

Year Ended January 31
2008 2007 2006 2005 2004
(in millions, except per shara data)

Consolidated Statement of Income Data:

Revenues $8,035 $8,061 87,518 $6,910 85573
Cost of revenuas 7,698 6974 6568 6,044 4828
Selling, general and administrative expenses 571 515 480 406 365
Goodwill impaiment - — - — 7
Gain on sale of business units, net - - — 2 -
Operating income 666 572 470 482 373
Interest income ) 56 116 96 44 49
Interest expense {(90) (92) (88) (87) {80)
Minority interest in income of consclidated subsidiaries (3) 5) 3} 3} -
Other income (expense), net {3) 5 7 {28) 10
Income from continuing operations before income taxes 626 596 468 388 352
Provision for income taxes 240 231 133 125 135
Income from continuing operations 386 365 335 263 217
Income from discontinued operations, net of tax @ 29 26 592 146 134
Net income $ 415 $ 391 $ 927 § 409 $ 351
Eamings per share:
Basic:
Income from continuing operations $ 96 $104 & 96 § 72 § 59
Income from discontinued operations 07 07 1.70 40 .36
$103 $111 $266 $112 § .95
Diluted:
Income from continuing operations $ 93 $100 & 93 % 70 § .58
Income from discontinued operations .07 07 1.65 39 35

$100 $107 $258 $10% $§ .83

Woeighted average shares outstanding:

Basic 404 352 348 365 370
Diluted 417 364 359 375 377
January 31

2008 2007 2008 2005 2004
(in millions, except per share data)

Consolidated Balance Sheet Data:

Total assets " $4,081 $4,559 $5,655 $6,010 $5,540
Long-term debt 1,098 1,198 1182 1206 1,217
Other long-term liabilities 150 102 110 ag 86
Stockholders’ equity " 1,901 1,536 2,807 2351 2,203
Cash dividends per share declared and paid (0 - 15 — - —

" Prior to our Qctober 2006 reorganization merger in which Science Applications International Corporation became a subsidiary
of SAIC, Inc., Science Applications International Corporation declared a dividend of $2.45 billion. SAIC, Inc. then completed an
initial public offering of its common stock for net proceeds of $1.24 billion, These transactions resulted in a decrease in total
assets (cash and marketable securities) and stockholders’ equity in fiscal 2007 and a decrease in interest income in fiscal 2008.

@ In fiscal 2006, we completed the sale of Telcordia and recognized a gain on sale before income taxes of $871 million. The
results of operations prior to sale are reflected in income from discontinued operaticns for all pericds presented.
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item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with
our audited consalidated financial statements and refated notes. In addition o historical consolidated financial information,
the following discussion contains forward-looking statements, including statements regarding our intent, belief, or current
expectations with respect to, among other things, trends affecting our financial condition or results of operations and the
impact of competition. Such statements are not guarantees of future performance and involve risks and uncertainties, and
actual results may differ materially from those discussed in the forward-fooking statements. See “ftem 1A. Risk Factors—
Forward-Looking Statement Risks" in Part | of this Annual Report on Form 10-K. Factors that could cause or contribute to
these differences include those discussed below and elsewhere in this Annual Report on Form 10-K, particuarly in "Risk
Factors.” Due to stich uncertainties and risks, you are cautioned not to place undue refiance on such forward-looking
staternents, which speak only as of the date hereof. We do not undertake any obligation to update these factors or to
pubiicly announce the results of any changes to our forward-looking statements due to future events or developments.

Unless otherwise noted, references to years are for fiscal years ended January 31. For example, we refer to the fiscal year
ended January 31, 2008 as fiscal 2008.

Overview

Science Applications International Corporation was formed in 1969. In Cctober 2008, in connection with becoming a

publicly-traded company, Science Applications international Corporation completed a merger (reorganization merger) in
which it becarme a 100%-owned subsidiary of SAIC, Inc., after which SAIC, Inc. completed an initial public offering of its
common stock. We use the terms “Company,” “we,” “us,” and “our” to refer to SAIC, Inc. and its majority-owned and 100%-
owned subsidiaries, including Science Applications International Corporation.

We are a provider of scientific, engineering, systems integration and technical services and solutions to all branches of the
U.S. military, agencies of the U.S. Department of Defense, the intelligence community, the U.S. Department of Homeland
Security and other U.S. Government civil agencies, state and local government agencies, foreign governments and
customers in selected commercial markets.

Our business is focused on solving issues of national and global importance in the areas of Defense, Intelligence, Homeland
Security, Logistics and Product Support, Systems Engineering and Integration and Research and Development. We are also
focused on expanding our business in the areas of energy, health, environmental, cyber security, and space superiority. Our
significant long-term management initiatives include:

» achieving internal, or non-acquisition related, annual revenue growth through investments in business development,
internal research and new product and technology development, and through increased focus on pursuing more large
lead system integrator contract opportunities;

= improving our operating income margin by increasing contract fees (by reducing the use of subcontractors, improving
internal collaboration, increasing our growth in higher-margin business areas, and improving profitability on materiat and
subcontractor defiverables) and improving our indirect cost structure {through better recovery of our indirect costs,
streamlining our administrative infrastructure, and reducing unallowable and unbillable costs);

s improving our information technology systems infrastructure and related business processes for greater effectiveness
and efficiency across all business functions;

 investing in our people, including enhanced training and career development programs, with a focus on retention and
recruiting; and

» disciplined deployment of our cash resources and use of our capital structure to enhance growth and shareholder value
through strategic acquisitions, share repurchases and other uses as conditions warrant.

Key financial highlights and events, including progress against these initiatives, during fiscal 2008 include:

» Consolidated revenues increased 11% over the prior year, reflecting an internal growth rate of 7% compared to an
internal growth rate of 4% in the prior year. We calculate internal revenue growth by comparing our reported revenue to
the prior year revenue adjusted to include the revenue of acquired businesses for the comparable prior year before
acquisition. Our internal revenue growth for fiscal 2008 was favorably impacted by increased activity on a number of
new and continuing programs in our intelligence, defense and homeland security business areas.

« Operating income as a percentage of revenues improved from 7.1% for fiscal 2007 to 7.5% for fiscal 2008, primarily
due to increased profitability on many cost reimbursable contracts as a result of the recovery of a greater percentage of
our indirect costs through our indirect pricing rates, continued reductions in costs associated with management
infrastructure, improved fee rates on several large programs and increased sales of more profitable border, port and
mobile security products.
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Income from continuing operations increased $21 million over the prior year primarily due to increased operating income
of $94 milion, caused by increased revenues and improved operating margins, offset by a $60 million decrease in
interest income. Interest income decreased due to declines in average fiscal 2008 cash and marketable securities
balances, mainly due to the payment of a $2.45 billion special dividend in November 2006 offset by the $1.24 billion
raised through our October 2006 initial public offering.

¢ (Cash and cash equivalents decreased $17 million during fiscal 2008, primarily reflecting cash provided by operations of
$345 million offset by cash used in support of investing activities of $203 million, Including the acquisition of two
businesses for $144 million (net of cash acquired of $2¢ million and $1 million of accrued acquisition payments), and
cash used in support of financing activities of $157 million, largely consisting of repurchases of our stock.

*  We completed two business acquisitions during fiscal 2008 for an aggregate purchase price of $174 million. One
acquired business is a consulting, engineering, and architectural design company with specific competencies in
industrial manufacturing and facilities construction. The other acquired business is an India-based provider of onsite and
offshore IT solutions and technology consulting in the science and engineering sector.

* We completed a reorganization transaction resulting in the disposition of our 55% interest in our consolidated majority-
owned subsidiary, AMSEC LLC, in exchange for our acquisition of certain divisions and subsidiaries of AMSEC LLC and
recognized in discontinued operations a gain before income taxes of $31 million.

¢ We commenced the first phase of our multi-year implementation of a new information technology system designed to
bring the enterprise onto a single accounting, planning and operating platform. At the end of fiscal 2008, our corporate
operations and two of gur twenty operating business units (representing approximately 10% of total consolidated
revenues on a full year basis) were operating on the new system, with the remainder to be implemented during fiscal
2009 and 2010.

Reportable Segments

We have three reportable segments: Government, Commercial, and Corporate and Other. Except with respect to “Other
Income Statement lterns— Discontinued Operations” and “Net Income and Eamings per Share” all amounts in this
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” are presented for our continuing
operations only.

Government Segment. Through our Government segment, we provide systems engineering, systems integration and
advanced technical services and solutions primarily to U.S. federal, state and local government agencies and foreign
governments. Revenues from our Government segment accounted for 94%, 93% and 93% of our total consolidated
revenues for fiscal 2008, 2007 and 20086, respectively. Within the Government segment, a significant portion of our revenues
are derived from contracts with the U.S. Government. The revenues from contracts with the U.S. Government include
contracts where we serve as the prime or lead contractor, as well as contracts where we serve as a subcontractor to other
parties who are engaged directly with various U.S. Government agencies as the prime contractor. Some revenues in the
Government segment are derived from certain non-government customers for whom we are required to comply with
government acquisition and cost allocation regulations.

The U.8. Government's increased spending in recent years on homeland security, intelligence and defense-related programs
has had a favorable impact on our business in fiscal 2008, 2007 and 2008. Our results have also been favorably impacted
by the U.S. Government’s increased spending on information technalogy {IT) outsourcing and other technical services.
Future levels of spending and authorizations may decrease, remain constant or shift to areas where we do not currently
provide services. Additionally, changes in spending authorizations and budgetary priorities could occur due to the rapid
growth of the federal budget deficit, increasing political pressure to reduce overall levels of government spending or other
factors.

Competition for contracts with the U.S. Government is intense. The U.S. Government has increasingly used contracting
processes that give it the ability to select muitiple winners or pre-qualify certain contractors to provide various products or
services at established general terms and conditions. Such processes include purchasing services and solutions using
indefinite-delivery / indefinite-quantity (IDIQ) and U.S. General Services Administration (GSA) award contract vehicles. This
trend has served to increase competition for U.S. Govermment contracts and increase pressure on the prices we charge for
our products and services.

Commercial Segment. Through our Commercial segment, we primarily target commercial customers worldwide in selact
industry markets, which currently include oil and gas, utilities and life sciences. While the Commercial segment provides an
array of [T systems integration and advanced technical services, the focused offerings include applications and IT
infrastructure management, data lifecycle management, and business transformation services. Our Commercial segment
customers often benefit from leveraging our broader governmental experiences, such as geographic information systems,
security, and systems engineering. Revenues from our Commercial segment accounted for 6%, 7% and 7% of our total
consolidated revenues in fiscal 2008, 2007 and 20086, respectively.
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Corporate and Other Segment. Our Corporate and Other segment includes the operations of our internal real estate
management subsidiary, various corporate activities, the elimination of intersegment revenues and costs and certain
corporate expense items not allocable to our Government customers referred to as unallowable expenses. Our Corporate
and Cther segment does not contract with third parties for the purpose of generating revenues.

Key Financial Metrics
Sources of Revenues

We recognize revenues under our contracts primarily using the percentage-of-completion method. Under the
percentage-of-completion method, revenues are recognized based on progress towards completion, with performance
measured by the cost-to-cost method, efforts-expended method or units-of-delivery method, all of which require estimating
total costs at completion. The contracting process used for procurement, including IDIQ, GSA Schedule, and other master
agreement contract vehicles, does not determine revenue recogriition.

Bookings and Backlog. We recorded net bookings worth an estimated $8.8 billion and $8.9 bilion during fiscal 2008 and
2007, respectively. Bookings generally represent the estimated amount of revenue to be earned in the future from receipt of
funded and unfunded cantract awards during the year, net of any adjustrments to previously reported backlog amounts. We
calculate bookings as the year ending backlog plus the year’s revenues less prior year ending backlog and less backlog
obtained in acquisitions.

Backlog represents the amount of work under negotiated contracts which has not yet been performed. We segregate our
backlog into two categorigs as follows:

» Funded Backlog. Government segment funded backlog primarily represents contracts for which funding is appropriated
less revenues praviously recognized on these contracts. Government segment funded backlog does not include the
unfunded portion of contracts where funding is incrementally appropriated or authorized on a quarterly or annual basis
by the U.S. Government and other customers, even though the contract may call for performance over a number of
years. Commercial segment funded backlog represents the full value on firm contracts, which may cover muitiple future
years, under which we are obligated to perform, less revenues previously recognized on these contracts.

* Negotiated Unfunded Backlog. Negotiated unfunded backlog represents estimated amounts of revenue to be earmned in
the future from (1) negotiated contracts for which funding has not been appropriated or otherwise authorized and
(2) unexercised priced contract options. Negotiated unfunded backlog does not include any estimate of future potential
task orders expected to be awarded under IDIQ, GSA Schedule, or other master agreement contract vehicles.

The estimated value of our total consolidated backlog as of the end of the last two fiscal years was as follows:

January 31
2008 2007
{in millions}
Government segment: .
Funded backlog $ 4,331 $ 3902
Negotiated unfunded backlog 9,763 10,185
Total backlog $14,094 314,087
Commercial segment: '
Funded backlog $ 749 & 723
Negotiated unfunded backlog 196 101
Total backiog $ 945 § 824
Total consolidated:
Funded backlog $ 5080 & 48625
Negotiated unfunded backlog 9,950 10,286
Total backlog $15,039 $14,911

Total backlog may fluctuate from period to period depending on the timing of contract awards, renewals, modifications and
cancellations.

We expect to recognize a substantial portion of our funded backlog as revenues within the next 12 months. However, the
1J.S. Government may cancel any contract at any time. In addition, certain contracts in the Commercial segment include
provisions that aflow the custorner to cancel at any time. Most of our contracts have cancellation terms that would permit us
to recover all or a portion of our incurred costs and potential fees for work performed.
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Contract Types. We generate revenues under the following types of contracts:

* Cost-reimbursement contracts which provide for reimbursament of our direct contract costs and allocable indirect
costs, plus a fes.

¢ Time-and-materials (T&M) contracts which typically provide for negotiated fixed hourly rates plus reimbursement of other
direct costs.

s Fixed-price-level-of-effort contracts which are substantially similar to T&M conitracts except they require a specified level
of effort over a stated period of time.

*» Firm-fixed-price (FFP) contracts which provide for a fixed price for specified products, systems and/or services. If actual
costs vary from planned costs on a FFP contract, we generate more or less than the planned amount of profit and may
even incur a loss,

The following table summarizes revenues by contract type as a percentage of total revenues for the last three fiscal years:

Year Ended January 31
2008 2007 2006
Cost-reimbursement 47% 48% 45%
T&M and fixed-price-level-of-effort 35 36 37
FFP 18 16 18
Total 100% 100% 100%

Revenue Mix. We generate revenues under our contracts from (1) the efforts of our technical staff, which we refer to as
labor-related revenues and {2) the materials provided on a contract and efforts of our subcontractors, which we refer to as
material and subcontractor (M&S) revenues. M&S revenues are generated primarily from large, multi-year systems integration
contracts and contracts in our logistics and product support business area as well as through sales of our proprietary
products, such as our border, port and mohile security products. While our border, port and mobile security products
provide higher margins, in most cases, M&S revenues have lower margins than our labor-related revenues. The following
table presents changes in labor-related revenues and M&S revenues for the last three fiscal years:

Year Ended January 31
Percent Percent
2008 change 2007 change 2006
(doflars in millions)

Labor-related reventies $5,492 8% $5,1086 9% $4,677
As a percentage of revenues 61% 63% 62%

M&S revenues 3,443 17 2,955 4 2,841
As a percentage of revenues 39% 37% 38%

The increase in labor-related revenues in fiscal 2008 and 2007 was primarily due to increases in labor rates and the number
of direct labor personnel. At the end of fiscal 2008, we had approximately 43,800 full-time and part-time employees
compared to 41,700 and 41,100 at the end of fiscal 2007 and 20086, respectively. The increase in M&S revenues in fiscal
2008 compared to the prior year was primarily due to increased activities on several large systems integration programs,
including work performed for the North Atlantic Treaty Organization (NATQ) and the Space and Naval Surface Warfare
Center and increased sales of border, port and mobile security products, The increase in M&S revenues in fiscal 2007 was
due to the delivery of significant materials under certain contracts primarily in the homeland security business area. This
increase for the year was partially offset by declines in M&S activity in the systems engineering and integration business area
primarily due to the completion of a large contract that had a substantial component of materials, declines in our logistics
and product support business area primarily due to the completion of one of our large prime vendor contracts and a reduced
volume of orders on other prime vendor contracts causad by non-recurring customer events.

Contract Concentration. The growth of our business is directly related to our ability to successfully compete for contract
awards and hire personnel to perform on contracts as well as our ability to successfully deliver on these contracts. The
following table summarizes information related to our larger contracts for the last three fiscal years:

Year Ended January 31
2008 2007 2006
Number of contracts:
Greater than $50 milion in annual revenues recognized 14 9 9
Greater than $10 million in annual revenues recognized 117 107 101
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These larger contracts with greater than $10 million in annual revenues recognized represented 39%, 37% and 37% of our
total consolidated revenues in fiscal 2008, 2007 and 2006, respectively. The remainder of our revenues is derived from a
large number of smaller contracts with annual revenues of less than $10 million.

In fiscal 2008, 2007, and 2008, 87%, 88% and 88%, respectively, of our consolidated revenues were attributable to prime
contracts with the U.S. Federal Government or to subcontracts with other contractors engaged in work for the U.S. Federal
Government. The percentage of total consolidated revenues from customers representing greater than 10% of our total
consolidated revenues were as follows:

Yoar Ended January 31

2008 2007 2006
U.S. Amy 21% 18% 16%
U.S. Navy 12 12 12
U.S. Air Force 8 9 10

Geographic Location. The majority of our services are performed in the United States. Revenues earned within the United
States accounted for 98%, 97% and 97% of our total consolidated revenues in fiscal 2008, 2007 and 20086, respectively.

Cost of Revenues and Operaling Expenses

Cost of Revenues. Cost of revenues includes direct labor and related fringe benefits, overhead, and direct expensss incurred
to complete contracts and task orders, such as subcontract labor and materials. Overhead consists of indirect costs relating
to rent/facilities, administration, certain depreciation and management information systems expenses, travel and other
expensas.

Seling, General and Administrative Expenses. Selling, general and administrative {SG8A) expenses are primarily for corporate
administrative functions, such as management, legal, finance and accounting, contracts and administration, human
resources and certain management information systems expenses. SG8A also includes bid-and-proposal and internal
research and development expenses.

Results of Operations
The following table summarizes our consolidated results of operations for the last three fiscal years:

Year Ended January 31
Percent Porcent
2008 changs 2007 change 2006
{dollars in millions)
Revenues $8,935 11% $8,061 7% $7.518
Cost of revenues 7698 10 6,974 6 6,568
Selling, general and administrative expenses 571 11 515 7 480
Operating income ] 666 16 572 22 470
As a percentage of revenues 7.5% 7.1% 6.3%

Non-operating income {expense), net (40} 24 (2}
Income from continuing cperations before income taxes 626 5 596 27 468
Provision for income taxes 240 4 231 74 133
Income from continuing operations 386 5] 365 9 335
Income from discontinued operations, net of tax 29 26 592
Net income $ 415 6 &% 391 (58 % 927

Revenues. Our consolidated revenues increased 11% and 7% in fiscal 2008 and 2007, respectively, primarily due to growth
in revenues in our Government segment, including growth related to the acquisition of businesses. Internal, or
non-acquisition, related growth was 7% and 4% for fiscal 2008 and 2007, respectively. We calculate internal revenue growth
by comparing our current year reported revenue to the prior year revenue adjusted to include the revenue of acquired
businesses for the comparable period before acquisition. Revenue growth related to acquisition of businesses was 4% and
3% for fiscal 2008 and 2007, respectively.
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The following table summarizes changes in segment revenues for the last three fiscal years:

Year Ended January 31
Percent Percent
2008 Cchange 2007  change 2006
{dollars in millions)

Government segment revenues $8,356 12% $7,475 7% $6975
As a percentage of total revenues a4% 83% 93%

Comrmercial segment revenues 579 (1) 586 7 546
As a percentage of total revenues 6% 7% 7%

Corporate and Other segment revenues — - (3)

Total revenues $8035 11 38,061 7 $7,518

Government segment revenues increased $881 million, or 12%, in fiscal 2008, including internal revenue growth of 8%.
Internal revenue growth in the Government segment for fiscal 2008 was attributed to continued growth in a number of our
business areas, most notably our intelligence, defense and homeland security business areas. The increase in the
intelligence business area was due to new program wins and higher levels of activity on existing programs, including certain
classified and operational inteligence programs in fiscal 2008. The increase in the defense business area is primarily due to
increased volume in Command, Control and Communications programs with the U.S. Navy and Marine Corps customers
and new program wins. This activity in our defense business area included revenue from work performed on the
recently-won NATO Ballistic Missile Defense program and slightly reduced revenues from our highly visible Future Combat
Systems program caused by customer budget reductions and timing of work. Increases in revenues in our homeland
security business area were driven by increased sales of border, port and mobile security products as well as new program
wins with various Department of Homeland Security agencies. Revenue growth related to acquisitions of businesses in the
Government segment was 4% for fiscal 2008.

Government segment revenues increased $500 million, or 7%, in fiscal 2007, including internal reverue growth of 4%.
Internal revenue growth in the Government segment for fiscal 2007 was positively impacted by growth in the irtelligence,
homeland security and defense husiness areas. In addition, fiscal 2008 revenues raflect a reduction in revenues associated
with difficulties encountered on our Greek contract. The fiscal 2007 revenue increase was partially offset by declines in our
systems engineering and integration business area primarily due to the completion of a large contract. We also experienced
declines in our logistics and product support business area in fiscal 2007 primarily due to the comptetion of one of our large
prime vendor contracts and a reduced volume of orders on other prime vendor contracts caused by non-recurring customer
events. Revenue growth related to acquisitions of businesseas in the Government segment was 3% for fiscal 2007.

Commercial segment revenues decreased $7 million, or 1%, in fiscal 2008, primarily due to the completion at the end of
fiscal 2007 of a security product support contract. Commercial segment reverues were also impacted by reductions in
information technology outsourcing revenues in our U.K. subsidiary, offset in part by increased outsourcing and consulting
services volume on various domestic programs. Commercial segment revenues increased $40 miillion, or 7%, in fiscal 2007
due to higher volume in our consulting services and information technology outsourcing business areas.

Corporate and Other segment revenues include the elimination of intersegment revenues of $3 million in fiscal 2006, There
were no intersegment revenues in fiscal 2008 and 2007.

Cost of Revenues. The following table summarizes changes in segment cost of revenues for the last three fiscal years:

Year Ended January 31

Percent Percent
2008 change 2007  changs 2006

(dodlars in milfions)

Government segment cost of revenues $7,285 11% $6,557 6% $6,173
As a percentage of refated revenues 87.2% 87.7% 88.5%
Commercial segment cost of revenues 435 - 435 5 415
As a percentage of related revenues 75.1% 74.2% 76.0%
Corporate and Other segment cost of revenues {22y (22) (18) 10 {20)
Total cast of revenues $7,698 10 $6974 6  $6,568
As a percentage of revenues 86.2% 86.5% 87.4%

Government segment cost of revenues improved as a percentage of related revenues for fiscal 2008 primarily due to
increased profitability on many cost reimbursement contracis as a result of the recovery of a greater percentage of our
indirect costs through our indirect pricing rates, continued reductions in costs associated with management infrastructure,
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and improved fee rates on several large programs. The indirect rate performance improvement actions resulted in both
increased profitability on certain cost reimbursable contracts as a result of the recovery of $15 million of prior year indirect
rate overruns as well as an overall reduction in indirect rate overruns expensed to cost of revenues in fiscal 2008 compared
to fiscal 2007. Government segment cost of revenues for fiscal 2008 also benefited from increases in contract fee rates,
primarily due to a higher volume of sales of more profitable border, port and mobile security products, The fiscal 2008
improvement was partially offset by increased stock-based compensation expense related to both our required adoption of
Statement of Financial Accounting Standards (SFAS) No. 123(R) for stock options as well as a fiscal 2008 increase in vesting
stock award activity.

The fiscal 2007 improvement in Government segrment cost of revenues as a percentage of related revenues was primarily
due to a decrease of $81 million in losses recognized on our Greek contract as compared to fiscal 2008, a stightly higher
concentration of labor-related revenues, which typically carry higher margins than our M&S revenues, and better
management of our overhead expenses for fiscal 2007 as compared to fiscal 2006. The fiscal 2007 improvement was
partially offset by increased stock-based compensation expense related to stock options and discounts on the employee
stock purchase plan in fiscal 2007 of $21 million as a result of the required adoption SFAS No. 123(R). There was no
expense recognized for stock options or employee stock purchase plan discounts in fiscal 2006.

Commercial segment cost of revenues increased as a percentage of related revenues in fiscal 2008 primarily due to the use
of higher cost labor to support a fixed-price information technology outsourcing contract in our U.K. subsidiary caused by a
temporary lack of available lower cost resources in our India branch and costs associated with the consolidation of certain
business activities into a single location in order to decrease ongoing operating expenses. Commercial segment cost of
revenues improved as a percentage of related revenues in fiscal 2007 primarily due to improved contract margin
performance on certain of our longer term information technology outsourcing contracts in that year.

Corporate and Other segment cost of revenues in fiscal 2008 and 2007 represents the elimination of intersegment facility
charges to our Government and Commercial segments for use of company-owned properties.

Seliing, General and Administrative Expenses. The following table summarizes changes in consolidated SG&A expense by
type of activity for the last three fiscal years:

Year ended January 31

Percent Percent
2008 change 2007 change 2006

{dollars in millions)

General and administrative $400 11% $369 7% $344
As a percentage of total revenues 4.6% 4.6% 4,6%
Bid and proposal 113 1 112 3 109
As a percentage of total revenues 1.3% 1.4% 1.4%
Internal research and development 49 44 34 26 27
As a percentage of fotal revenues 5% 4% 4%
Total SG&A $571 11 $515 7 $480
As a percentage of total revenues 6.4% 6.4% 6.4%

Total consolidated SG&A increased $56 million, or 11%, for fiscal 2008, As a percentage of revenues, consolidated SG&A
for fiscal 2008 remained relatively consistent with fiscal 2007 levels, largely reflecting management’s efforts to controt general
and administrative spending as a percentage of revenues offset by planned increases in intermal research and development
efforts to develop new products and technologies to meet our customers’ anticipated needs.

General and administrative expenses increased $40 million, or 11%, for fiscal 2008 as compared to fiscal 2007 primarily due
to the fiscal 2008 acquisition of a business with a higher general and administrative cost structure, increased stock-based
compensation expense, increased professional services spending and increased corporate business development spending
offset by a reduction in legal expenses. The increase in stock-based compensation results from both our required adoption
of SFAS 123(R) for stock options as well as a fiscal 2008 increase in vesting stock award activity. The increase in
professional services spending includes activities associated with efforts to improve our information technology systems
infrastructure, including the first phase of implementation during fiscal 2008 of a new information technology system, as well
as efforts to improve related business processes to provide greater effectiveness and efficiency across all business functions.
The reduction in fiscal 2008 legal spending reflects reduced legal activity associated with our Greek contract. Internai
research and development expenses increased $15 million for fiscal 2008, consistent with our business strategy to increase
efforts to develop new products and technologies to support our customers and our long-term growth. Bid and proposal
(B&P) expenses increased $1 million for fiscal 2008. The level of B&P activities fluctuates depending on the timing of bidding
oppartunities.
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Total consoclidated SG&A increased $35 million, or 7% for fiscal 2007 as compared to fiscal 2006. General and administrative
expenses increased $25 million, or 7%, primarily due to increased information technology and other infrastructure
expenditures, increased legal expenses as well as increased stock-based compensation, business development and
professional services expenses. Stock-based compensation expense related to stock options and discounts on the
employee stock purchase plan increased approximately $12 million during fiscal 2007 as a result of the adoption of SFAS
No. 123(R). There was no expense recognized for stock options or employee stock purchase ptan discounts in fiscal 2006.
Professional services expense increased by $12 milion for fiscal 2007 largely due to certain systems implementation projects
and our Sarbanes-Oxley compliance efforts. Internal research and development expenses increased $7 million for fiscal 2007
primarily due to increased efforts to develop new products and technologies to support our customers and our long-term
growth. Bid and proposal (B&P) expenses increased $3 million for fiscal 2007, reflecting increased B&P activities offset by
declines in production costs stemming from govemnment actions to simplify the bidding process and actions taken by us to
make our proposal process more efficient, both of which generally reduced the average cost of responding to a given B&P
opportunity.

The following table summarizes changes in SG&A expense by segment for the last three fiscal years:

Year Ended January 31

Percent Percent
2008  change 2007  change 2006

(dollars in millions)

Government segment SG&A $419 17% $350 5% $343
As a percentage of related revenues 5.0% 4.8% 4.9%

Commercial segment SG&A 96 1 95 1 94
As a percentage of related revenues 16.6% 16.2% 17.2%

Corporate and Cther segment SG&A 56 (8) 61 42 43
Total SG3A $571 1 $515 7 %480
As a percemtage of revenues 6.4% 6.4% 6.4%

Government segment SG&A increased $60 million for fiscal 2008 primarily due to the acquisition in fiscal 2008 of a new
business with a higher general and administrative cost structure, increased professional services spending, and increased
internal research and development and business development spending. Government segment SG&A increased $16 million
tor fiscal 2007 primarily due to increased stock-based compensation, internal research and development and professional
services expenses.

Commercial segment SG8A expenses increased $1 million for both fiscal 2008 and 2007, The increase for fiscal 2008
reflects costs associated with the consolidation of certain business activities into a single location and an increase in
discretionary overhead investment spending mostly for business development opportunities. increases in fiscat 2007 were
primarily due to increased stock-based compensation expense.

Corporate and Other segment SG&A expenses represent corporate costs that are unallowable under Cost Accounting
Standards and the net effect of various items related to operating business units that are excluded from the evaluation of a
business unit's operating performance in the Government or Commercial segments. Corporate and Other segment SG8A
decreased $5 million in fiscal 2008 primarily due to a reduction in legal expenses offset by an increase in unaffiowable stock
option expense. Corporate and Other segment SG&A increased $18 million for fiscal 2007 primarity due to increased
unallowable stock option expense, professional service and legal expenses.

Operating Income. The following tables summarize changes in segment operating income for the last three fiscal years:

Year Ended January 31

Percent Parcent
2008 change 2007 change 2006

{dollars in millions)

Government segment operating income $652 17% $559 22% $459
As a percentage of related revenues 7.8% 7.5% 6.6%

Commercial segment operating income 48 (14) 56 51 37
As a percentage of related revenues 8.3% 8.6% 6.8%

Corporate and QOther segment operating income 34 21 (43) (65) (26}
Total operating income $666 16 $572 22 $470
As a percentage of revenues 7.5% 7.1% 6.3%
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Total operating income increased $94 million for fiscal 2008 primarily due to increased profitability in the Government
segment and reduced losses in the Corporate and Other segment offset by decreased profitability in the Commercial
segment, Total operating income increased $102 million for fiscal 2007 primarily due to increased Government and
Commercial segment profitability, primarily due to increased revenues and decreased losses recognized on our Greek
contract, partially offset by an increase in Corporate and Other segment operating loss for the period.

Government segment operating income increased $93 million for fiscal 2008, benefiting from increased profitability on many
cost reimbursable contracts as a result of the recovery of a greater percentage of our indirect costs through our indirect
pricing rates, continued reductions in costs associated with management infrastructure, improved fee rates on several large
programs and increased sales of more profitable border, port and mobile security products. These benefits were partially
offset by increases in stock based compensation expenss due to our adoption of SFAS 123(R) for stock options and
increased vesting stock award activity, increased professional services spending and increased spending on intemal
research and development initiatives and discretionary overhead spending mostly for business development activities.
Government segment operating income increased $100 million for fiscat 2007 primarily due to growth in related revenues
and decreased losses recognized on our Greek contract partially offset by increased SG&A expenses.

Commercial segment operating income decreased $8 million for fiscal 2008 primarily due to higher cost labor used to
support a fixed-price information technology outsourcing contract in our U.K. subsidiary caused by a temporary lack of
available lower cost resources in our India branch and costs associated with the consolidation of certain business activities
into a single location. Commercial segment operating income increased $19 million for fiscal 2007 primarily due to growth in
related revenues and improvements in cost of revenues as a percentage of revenues offset by increased SG8A expenses.

Corporate and Other segment operating loss decreased $9 million for fiscal 2008 primarily reflecting lower legal expenses,
including expenses relating to our dispute on the Greek contract. Corporate and Other segment operating loss increased
$17 rillion for fiscal 2007 primarity due to increased unallowable stock option expense, professional services spending and
legal expenses.

Interest income. Interest income decreased by $60 million, or 52%, for fiscal 2008 due to a decrease in our average cash
and marketable securities balances, resulting primarily from the payment of a $2.45 billion special dividend in November
2006 offset by the $1.24 billion raised in our October 2008 initial public offering. Interest income increased $20 million, or
21%, in fiscal 2007 due primarily to increased average interest rates and cash balances.

interest Expense. Interest expense reflects interest on (1) our outstanding debt securities, (2) a building mortgage,

(3) deferred compensation arrangements and (4) notes payable. Interest expense remained consistent for fiscat 2008 as
most of our debt instruments have fixed interest rates and there were no significant changes in the underlying debt balances
during fiscat 2008. Interest expense increased slightly during fiscal 2007, reflecting short-term borrowings made on our credit
facility following our initial public offering.

As more fully described in “Item 7A. Quantitative and Qualitative Disclosures About Market Risk” and Note 8 of the notes to
consolidated financial statements, we are currently exposed to interest rate risks and foreign currency risks that are inherent
in the financial instruments arising from transactions entered into in the normal course of business. We will from time to time
use derivative instruments to manage these risks. The derivative instruments we currently hold have not had a material
impact on our consolidated financial position or results of operations.

Other Income (Expense), Net. The components of other income (expense), net were as follows:

Year Ended January 31
2008 2007 2006
{in millions)

Impairment losses on investments $(13) (1) %6
Gross realized gains on sale of marketable securities - - 1
Gross realized losses on sale of marketable securities - — {e)]
Net gain (foss) on sale of other investments 1 1 {1
Equity interest in eamings and impairment losses of unconsolidated affiliates 6 2 5
Other 3 3 3
Total other income (expensa), net $(3@ $5 7

The impairment losses on investments in fiscal 2008, 2007 and 2006 were due to declines in fair value of private equity
securities held by our venture capital subsidiary that were deemed to be other-than-temporary. The carrying value of our
cost and equity method investments as of January 31, 2008 was $48 million, including $24 million of private equity securities
held by our venture capital subsidiary.
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Provision for Income Taxes. The provision for income taxes as a percentage of income from continuing operations before
income taxes was 38.3% in fiscal 2008, 38.8% in fiscal 2007 and 28.4% in fiscal 2006. The lower effective tax rate for fiscal
2006 was primarily due to the reversal of approximately $50 million in accruals for uncertain tax positions as a result of
settlements of federal and state audits for amounts different than the recorded accruals for uncertain tax positions, as weli as
the expiration of statutes on open tax years.

We are subject to routine compliance reviews by the Internal Revenue Service (IRS), and other taxing authorities. The IRS is
currently auditing fiscal 2005 and 2008. The IRS has completed audits through fiscal 2004. As of January 31, 2008, we had
liabilities for uncertain tax positions of $60 million, including $28 million related to continuing operations. While we balieve we
have adequate accruals for our uncertain tax positions, the tax authorities may determine that we owe taxes in excess of
recorded accruals or our recorded accruals may be in excess of the final settlement amounts agreed to by tax authorities.

Income from Continuing Operations. Income from continuing operations increased $21 million, or 6%, in fiscal 2008 primarily
due to increased operating income of $84 million caused by increased revenues and improved operating margins offset by a
$60 million decrease in interest income, an $8 million decline in other income (expense), net, primarily attributable to other-
than-temporary impairment losses on investments, and a $9 million increase in income tax expense. income from continuing
opérations increased $30 million, or 9%, in fiscal 2007 primarily due to increased operating income of $102 million, increased
interest income of $20 million, and increased other income offset by a $98 million increase in income tax expense.

Earnings per Share (EPS) from Continuing Operations. Diluted EPS from continuing operations decreased $0.07 per share,
or 7%, for fiscal 2008 as compared to fiscal 2007 despite a $21 million increase in inceme from continuing operations. This
was primarily due to a 53 million share increase in the number of diluted weighted average shares outstanding in fiscal 2008
as compared to fiscal 2007. Diluted EPS from continuing operations increased $0.07, or 8%, for fiscal 2007 primarily due to
a $30 miillion increase in income from continuing operations offset by a 5 million share increase in the number of diluted
weighted average shares outstanding in fiscal 2007 as compared to fiscal 2006. The increase in the weighted average
shares outstanding for fiscal 2008 and 2007 was primarily due to the sale of 86 million shares of common stock in
connection with our October 2008 initial public offering

Discontinued Operations. During fiscal 2008, we completed a reorganization transaction resulting in the disposition of our
55% interest in our consolidated majority-owned subsidiary, AMSEC LLC, in exchange for our acquisition of certain divisions
and subsidiaries of AMSEC LLC and recorded a pre-tax gain on sale of $31 million, During fiscal 2007, we sold ANX, a
majority-owned subsidiary, for an initial sales price of $27 million and recorded a pre-tax gain of $19 million. During fiscal
2006, we sold our Telcordia subsidiary for $1.35 billion and recorded a pre-tax gain of $871 million.

The results of operations and the financial position of AMSEC LLC (other than the divisions and subsidiaries that we acquired
in the reorganization transaction), ANX and Telcordia have been reported as discontinued operations for all fiscal years
presented. The operating results of these discontinued operations for fiscal 2008, 2007 and 2006 were as follows:

Year Ended January 31
2008 2007 2006
{in millions)
Revenues $106 $246 $363
Costs and expenses:
Cost of revenues 96 215 290
Seliing, general and administrative expenses 4 i3 42
Non-operating income — 3 —
Income before minority interest in income of consolidated subsidiaries and income taxes $ 6 $21 531

The AMSEC LLC reorganization transaction was generally treated as a tax-free liquidation of our interest in AMSEC LLC for
income tax purposes.

With respect to the sale of Telcordia, we have indemnified the buyer for all income tax obligations on and through the closing
date of the transaction. While we believe we have appropriate accruals for these uncertain tax positions, the ultimata
resolution of these matters could differ from the amounts accrued. We also have customary indemnification obligations
owing to the buyer and are entitled to receive additional amounts as contingent sale price, including all of the proceeds, net
of the tax liability incurred by Telcordia, from any judgment or settlement of the litigation Telcordia initiated against Telkom
South Africa and 50% of the net proceeds received in connection with the prosecution of certain patent rights of Telcordia as
described in “Commitments and Contingencies.” All future contingent payments or contingent purchase price proceeds and
changes in cur estimates of these items and other related items will be reflected as discontinued operations and result in
adjustments to the gain on sale in the period in which they arise.
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Net Incaome and EPS. Net income increased $24 million, or 6%, for fiscal 2008. This reflects a $21 million increase in income
from continuing operations and a $3 million increase in income from discontinued operations. Diluted EPS decreased $0.07
per share, or 7%, for fiscal 2008 despite the $24 million increase in net income due to a 53 million share increase in the
nurber of diluted weighted average shares outstanding for fiscal 2008 compared to fiscal 2007. Net income decreased
$536 million for fiscal 2007 primarily due to reduced income from discontinued operations of $566 million related to the fiscal
2006 sale of Telcordia offset by a $30 million increase in income from continuing operations. Diluted EPS decreased $1.51
per share, or 59%, for fiscal 2007 primarily due to the $1.58 per share decline in income from discontinued operations. The
increase in the number of weighted average shares outstanding for fiscal 2008 and 2007 was primarily due to the sale of

86 million shares of common stock in connection with our October 2006 initial public offering.

Liquidity and Capital Resources

We have financed our operations from our inception in 1969 primarily through cash flow from operations, proceeds from the
sales of investments, issuances of debt securities and borrowings under our credit facilities. In connection with the October
2006 initial public offering, we received net proceeds of $1.24 bilion, after deducting underwriting commissions and
discounts and other offering-refated costs. Prior to the initial putic offering and reorganization merger, our 100%-owned
subsidfiary, Science Applications International Corporation, declared a special dividend of $2.45 billion to its stockholders,
which was paid in November 2008. We anticipate our principal sources of liquidity far the next 12 months and beyond will be
cash flows from operations. We may also make borrowings under our revolving credit facility. We anticipate our principal
uses of cash will be for operating expenses, capital expenditures, working capital requirements, acquisitions, debt service
requirements, stock repurchases, and funding of pension obligations. We anticipate that our operating cash flows, existing
cash and cash equivalents and borrowing capacity under our revolving credit facility will be sufficient to meet our anticipated
cash requirements for at least the next 12 months.

Historical Trends

Cash and cash equivalents totaled $1.10 bilion and $1.11 billion at January 31, 2008 and 2007, respectively. The following
table summarizes cash provided or used by type of activity for the last three fiscal years:

Year Ended January 31
2008 2007 2006
{in millions)

Total cash flows provided by operations $345 § 693 §573
Total cash flows provided by (used in) investing activities (203) 1,211 (581)
Total cash flows used in financing activities {(157) (1,833) (707)
Increase (decrease) in ¢cash and cash equivalents from discontinued operations (2) 7 761
Total increase (decrease) in cash and cash equivalents $(17) 3 78 $ 46

Cash Provided by Operations. The $348 million decrease in fiscal 2008 cash flows from operations compared to fiscal 2007
was primarily due to an increase in accounts receivable due to increased revenuss and an increase in the average time to
collect receivables at the end of fiscal 2008 as compared to fiscal 2007, a greater portion of fiscal 2007 bonuses and
retirement plan contributions paid in cash instead of stock in fiscal 2008, an increase in inventories primarily related to
increased activity in our logistics and products support business area and increased cash paid for income taxes. The
increase in the average time o collect receivables at the end of fiscal 2008 as compared to fiscal 2007 was largely due to
invoice processing delays arising from a system implementation at a major customer and billing delays attributable to our
implementation of our new information technotogy system. During fiscal 2008, we recognized $64 million of excess tax
benefits realized from stock options exercised and unvested stock that vested subseguent to our reorganization merger as
cash inflows from financing activities as required by SFAS No. 123(R) "Share-Based Payment.” Excess tax benefits, realized
prior to the reorganization merger and initial public offering were presented as ¢ash flows from operations as previously
required by SFAS No. 95 “Statement of Cash Flows.” The $120 millicn increase in fiscal 2007 cash flows from operations
compared to fiscal 2006 was primarily due to decreases in cash paid for income taxes, higher income from continuing
operations, and additional non-cash stock based compensation offset by increased accounts receivable balances due to
increased revenue during the fourth quarter of fiscal 2007 as compared to the same period in fiscal 2006,

Cash Provided by {Used in) Investing Activities. We used $203 million of cash in support of investing activities during fiscal
2008, including $144 million to acquire two businesses, one in the Government segment and one in the Commercial
segment and $61 million for purchases of property, plant and equipment. We generated cash from investing activities of
$1.21 billion in fiscal 2007 primarily due to the liguidation of $1.66 billion in marketable securities in preparation for the
November 2006 payment of the $2.45 hillion special dividend offset by $377 million used in the acquisition of eight
businesses and $73 million in purchases of praperty, plant and eqguipment. We used $581 million of cash in support of
investing activities during fiscal 2008, including $291 million to purchase marketable securities, $212 million in the acquisition
of four businesses and $52 million in purchases of property, plant and equipment.
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Cash Used in Financing Activities. We used $157 million of cash in support of financing activities during fiscal 2008, inctuding
$309 million used to repurchase shares of preferred and common stock, offset by $98 million in proceeds from the sale of
stock and exercise of stock options and $64 million in excess tax benefits associated with stock-based compensation. We
used cash in financing activities of $1.83 billion during fiscal 2007 primarily representing the payment of a special dividend of
$2.45 billion and the repurchase of $724 million of stock offset by sales of $1.34 billion of stock, including $1.24 billion
though our initial public offering, and exercise of stock options. We used $707 milion of cash in support of financing activities
in fiscal 2006, primarily representing repurchases of our stock of $818 million offset by sales of stock and exercises of stock
options of $155 million. Repurchases of stock for each of the last three fiscal years were as follows:

Year Ended January 31
2008 2007 2006
(in mitions)

Repurchases of stock:
Under publicly announced repurchase plans $215 $42 § —
Limited market stock trades - 230 39¢9
Retirement plans — 360 228
Upon employee terminations - - 112
Other stock repurchases 94 92 79
Total $309 $724 $818

Prior to the initial public offering, we maintained an internal, limited market for the purpose of allowing our employees and
retirement plans to periodically buy and sell shares of our stock. We had the right, but not the obligation, to repurchase stock
in the limited market and retirement plan trades that we conducted, to the extent that the number of shares offered for sale
exceeded the number of shares sought to be purchased. As a publicly traded company, we no longer conduct limited
market or retirement plan trades.

Stack Repurchase Program

In December 2006, our board of directors autharized a stock repurchase program under which we may repurchase up to

40 million shares of cur common stock. Stock repurchases under this program may be made on the open market or in
privately negotiated transactions with third parties. Whether repurchases are made and the timing and actual number of
shares repurchased depends on a variety of factors including price, corporate and regulatory requirements and other market
conditions. Through January 31, 2008, we repurchased 14.7 million shares of our common stock under this program, which
includes 12.2 million shares repurchased in fiscat 2008. On March 21, 2008, our board of directors authorized the
repurchase of an aggregate of 40 million of shares under the stock repurchase program from and after the open of the NYSE
on March 24, 2008 (excluding shares purchased under the stock repurchase program from December 2006 through

March 21, 2008}.

Underfunded Pension Obligation

We sponsor a defined benefit pension plan for eligible employees of our United Kingdom subsidiary that perform services on
a specific customer contract. As of January 31, 2008, the pension plan had an underfunded projected benefit obligation of
$21 miliion, which we expect to fund over future years. A dispute exists with the customer over the timeframe in which this
underfunded pension obligation is required to be funded under terms of the customer contract and applicable pension
regulations. The resolution of this dispute may result in an acceleration of both the funding and expense recognition of the
unrecognized actuarial loss.

Outstanding Indebtedness
Notes Payable and Long-term Debt. Our outstanding notes payable and long-term debt consisted of the following:

January 31
2008 2007

{in millions)
6.25% notes due fiscal 2013 $ 549 § 549
5.5% notes due fiscal 2034 296 296
7.125% notes due fiscal 2033 248 248
6.75% notes due fiscal 2009 100 96
Other notes payable 35 39
1,228 1,228
Less current portion 130 28
Total $1,098 $1,199
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We paid $100 million to settle the 6.75% notes at maturity on February 1, 2008.

All of the notes described above contain customary restrictive covenants, including, among cther things, restrictions on our
ability to create liens and enter into sale and leaseback transactions. We were in compliance with such covenants as of
January 31, 2008. Our other notes payable have interest rates from 5.0% to 11.0% and are due on various dates through
fiscal 2017. For additional information on our notes payable and long-term debt, see Note 7 of the notes to consolidated
financial statemants,

Credit Facility. We have a revolving credit facility providing for $750 million in unsecured borrowing capacity at interest rates
determined, at our option, based on either LIBOR plus a margin or a defined base rate through fiscal 2013. As of

January 31, 2008, $745 million of the revolving credit facility was available, due to $5 million of outstanding standby letters of
credit issued in connection with our contract with the Greek government. The terms of the standby letters of credit require
them to remain outstanding until the customer formally accepts the system pursuant to the contract. See also
“Commitments and Contingencies — Firm-Fixed-Price Contract with the Greek Government.”

The facility containg various customary restrictive covenants, including financial covenants. As of January 31, 2008, we were
in compliance with all covenants under the credit facility.

Off-Balance Sheet Arrangements

We have outstanding performance guarantees and cross-indemnity agreements in connection with certain of our
unconsolidated joint venture investments as described in Note 18 of the notes to consolidated financial statements. These
off-balance sheet arrangements have not had, and management does not believe it is likely that they will in the future have, a
material effect on our liquidity, capital resources, operations or financial condition.

Contractual Obligations

The following table summarizes our obligations to make future payments pursuant to certain contracts or arrangements as of
January 31, 2008, as well as an estimate of the timing in which these obligations are expected to be satisfied:

Payments Due by Fiscal Year

2010- 2012- 2014 and
Total 2009 2011 2013  Thereafter

(in millions)
Contractual obligations:
Long-term debit (including current portion} M $2,250 $201 $132 $671 $1,239
Operating lease obligations @ 310 117 124 42 27
Capital lease obligations 1 1 - - —
Estimated purchase obligations @ 21 19 1 — 1
Liabilities for uncertain tax positions ! 32 32 - - —
Other long-term fiabilities & 150 42 50 20 38
Total contractual obligations $2,764 $412 $314 $ 733 $1,305

®  Includes total interest payments on our outstanding debt of $72 million in fiscal 2009, $138 million in fiscal 2010-2011, $120
million in fiscal 2012-2013 and $686 million in fiscal 2014 and thereafter.

@ Excludes $78 million related to an operating lease on a contract with the Greek government as we are not obligated to make
the lease payments to the lessee if our customer defaults on payments to us.

@ Includes estimated obligations to transfer funds under legally enforceable agreements for fixed or minimum amounts or
quantities of goods or services at fixed or minimum prices. Excludes purchase orders for products or services to be delivered
pursuant to U.S, Government contracts in which we have full recourse under normal contract termination clauses.

#  Excludes obligations for uncertain tax positions of $28 million, which are included in other long-term liabilities.

@  Other long-term liabilities were allocated by fiscal year as follows: a liability for our foreign defined benefit pension plan is based
upon payments made in prior years and estimated future payments to the plan; liabilities under deferred compensation
arrangements are based upon the average annual payments in prior years upon termination of employment by participants;
liabilities for uncertain tax positions are based upon the fiscal year that the statute of limitations is currently expected to expire, a
liability to reimburse a customer for cash advances on a contract that is periodically renewed is based upon the fiscal year that
the most recent contract renewal is ending; and other fiabilities are based on the fiscal year that the liabilities are expected to be
realized.
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Commitments and Contingencies
Telkom South Africa

Our former Telcordia subsidiary instituted arbitration proceedings before the International Charmber of Gommerce (ICC),
against Telkom South Africa in March 2001 as a result of a contract dispute. Telcordia seeks to recover damages for breach
of contract, plus interest at a rate of 15.5%. Tetkom South Africa counterclaimed, seeking substantial damages from
Telcordia, On September 27, 2002, the arbitrator found that Telkom South Africa repudiated the contract and dismissed
Telkom South Africa’s counterclaims against Telcordia. The damages to be recovered by Telcordia wilt be determined in the
second phase of the arbitration. Although Telkom South Africa challenged the arbitrator’s partial award in Telcordia's favor in
the South African court system, the arbitrator’s decision was ultimately upheld.

The second phase of the arbitration to determine the damages to be recovered by Telcordia has now commenced. Telcordia

submitted its statement of claim and related document production on March 30, 2007, which seeks damages in excess of

$200 million plus interest and legal fees and costs. As a result of a prefiminary hearing with the arbitrator, Telkom South
| Africa paid Telcordia $9 million of uncontested damages relating to one aspect of the dispute. In July 2007, the arbitrator
| ruled that Telcordia is entitled to 15.5% simple interest per year on awarded damages, running from the date of breach by
Telkom South Africa. Due to the complexity of the remaining issues, the arbitrator cancelled a September 2007 arbitration
hearing to determine the amount of Telcordia's damages and scheduled an April 2008 hearing focusing only on damage
issues. A final hearing with closing submissions was scheduled for June 2008 in London. In February 2008, the arbitrator
appointed a third party expert to provide an independent opinion regarding specific technical issues. The parties disagree on
the scope of the third party expert’s mandate, as well as certain discovery issues. Consequently, the hearings originally
scheduled for April and June have been cancelled and a hearing to address the outstanding procedural issuss is scheduled
for April 2008. As a result, the completion of the arbitration will likely be delayed. Pursuant to the definitive stock purchase
agreement for the sale of Telcordia, we are entitled to receive all of the proceeds, net of the tax liability incurred by Telcordia,
from any judgment or settlement. We received $4 million during the year ended January 31, 2008 related to amounts
collected by Telcordia from Telkom South Africa,

Due to the complex nature of the legal and factual issues involved in the dispute, the damages that Telcordia will uttimately
be awarded in the second phase of arbitration, and therefore the amounts we will be entitled to receive, net of applicable
taxes, are not presently determinable. We do not have any assets or fiabilittes recorded related to this contract and the
related legal proceedings as of January 31, 2008 and 2007,

Firm-Fixed-Price Contract with the Greek Government

Original Contract. In May 2003, we entered into a euro-denominated firm-fixed-price contract (the Greek contract) with the
Hellenic Republic of Greece (the Customer) to provide a Command, Control, Communications, Coordination and Integration
(C4)) System (the System), to support the 2004 Athens Summer Olympic Games (the Olympics), and to serve as the security
system for the Customer's public order departments following completion of the Olympics. The Systern is comprised of 29
subsystems, organized into three major functional areas: the Command Decision Support System (CDSS), the
Communication and Information System and the Command Center Systems, Under the Greek contract, the System was to
be completed, tested, and accepted by September 1, 2004, at a price of approximately $199 million. The Greek contract
also requires us to provide five years of System support and maintenance for approximately $15 million and ten years of
TETRA radio network services for approximately $125 milion. The Greek contract contains an unpriced option for an
additional five years of TETRA network services.

The Customer took delivery of the System for use and operation during the Olympics beginning in August 2004, and
continues to use significant portions of the System today. In November 2004, we delivered a revised version of the CDSS
portion of the System to the Customer. Beginning in December 2004 and continuing through April 2005, the Customer
performed subsystems acceptance testing on each of the subsystems comprising the System based on test procedures
that had not been mutually agreed upon by the parties. The Custorner identified numercus omissions and deviations in its
test reports. We believe that certain of these omissions and deviations were valid, while others were not.

Modification of Contract. On March 29, 2007, we and the Customer executed a modification to the Greek contract which
establishes specific requirements, contract terms, and a payment schedule under which the various subsystems can be
completed and provides for, among other things, the following:

* acceptance of 20 specific subsystems of the 29 subsystems comprising the System within 70 days of the execution of
the maodification

* payment of $34 million within 30 days of our subrmitting invoices for certain work already performed on both the system
development portion and service portion of the Greek contract
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¢ reduction of the advance payment and performance bonds maintained by us in favor of the Customer by at least
$123 million which represents the value of the 20 subsystems required to be accepted within 70 days of the execution
of the modification

o credit for past warranty, maintenance and TETRA services
* arevised test and acceptance process for the remaining subsystems being re-delivered during 2008

« provision of subsystem maintenance for a period of up to 5 years following subsystem acceptance

In connection with the acceptance of 20 of the 29 subsystems referred to above, the Greek contract modification provides a
framework for the parties to determine the price reduction for omissions and deviations relating to those subsystems. An
agreement of the parties limits the total price reduction for these subsystems to a maximum of $11 million. On

September 11, 2007, the Greek contract was further modified to provide for an extension of the system development portion
of the Greek contract to October 2008, as previously agreed.

Performance of Modified Contract. Subsequent to the modification of the Greek contract on March 29, 2007, the following
developments have occurred:

» 18 of the 20 subsystems to have been accepted within 70 days of March 29, 2007 have been fully and finally accepted
by the Customer. A subcontractor, in consultation with us and the Customer, has chosen to remediate omissions and
deviations in the remaining two subsystems it delivered, in an effort to minimize or eliminate the price reduction
associated with them. The contract authorizes such remediation as long as it is completed before the System
acceptance testing to be conducted in fiscal 2009,

* The Customer has paid substantially all of the $34 million related to services previously performed required to be paid
within 30 days of us submitting our invoices.

» The initial price reduction assessed by the Customer for omissions and deviations on the 18 subsystemns accepted to
date totaled $14 million, which is $3 million in excess of the previously agreed-upon maximum price reduction limit of
$11 million. Accordingly, the parties have entered into negotiation under the provisions of the Greek contract to resolve
this discrepancy. We have an informal agreement with the Customer to resolve the omissions and deviations on these
18 subsystems for a total price reduction of $6 million which has not yet been finalized through a contract modification.

¢ The Customer has reduced the advance payment, performance and offset bonds requirement by $154 million.

s We and our subcontractors are performing work under the terms of the modified Greek contract and modified
subcontracts, including the requirement to deliver a modified CDSS.

« The parent corporation of our principal subcontractor has been subject to a number of investigations focusing on
alleged improper payments to government officials and political parties in a number of countries, including Greece. Our
subcontractor has represented to us that it did not make improper payments in connection with the Greek contract. We
have taken a number of actions to confirm the accuracy of our subcontractor’'s representations. If the subcontractor's
representations are ultimately determined to be false and improper payments were in fact made in connection with the
Greek contract, the legal compliance and political issues that this would raise could impact our subcontractor's ability to
perform the subcontract and our ability to perform the Greek contract. This could have a material adverse affect on our
consolidated financial position, results of operations and cash flows.

Financial Status and Contingencies of the Greek Contract, We have recorded $124 milion of losses under the Gresk
contract as of January 31, 2008. We recorded $1 milion and $2 million of losses relating to foreign currency translation in
fiscal 2008 and 2007, respectively, and $83 million of losses in fiscal 2006. The $124 million loss reflected our estimated
total cost to complete the System under the original Greek contract and assumed the Greek contract value was limited to
the cash received to date.

The Greek contract modification resulted in significant changes to the terms and conditions and the deliverables under the
Greek contract and clarifies the parties’ responsibilities. If we complete the work and receive future payments as required
under the modified Greek contract, we may reverse a portion of the losses previously recognized. However, based on the
complex nature of this contractual situation and the difficulties encountered to date, significant uncertainties exist and we are
unable to reliably estimate the ultimate outcome. Accordingly, we have not adjusted and will not adjust the losses on this
contract until such time as we can reliably estimate the ultimate outcome of the modified contract. Also, as a result of the
significant uncertainties that remain on this contract, we are utilizing the completed-contract method of accounting for the
systemn development portion of this contract. Examples of these uncertainties include acceptance of the rematning
subsysterns and the overali system, receipt of the remaining payments, release of the remaining bonds, changes in the
political representatives from the Greek government involved with the project and subcentractor performance and legal
compliance issues. Accordingly, no additional revenue will be recognized on the development portion of the contract until it
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is completed. Revenue on the maintenance portion of the contract is recognized as maintenance payments are received
from the Customer. Although we expect to receive additional paymenits in accordance with the terms of the modified Greek
contract, our accounting as of January 31, 2008 was based on cash received to date. Through January 31, 2008, we have
recognized revenues of $157 million, which represents a portion of the $201 million of cash received to date. We recognized
$37 million of revenues and equal amounts of costs on the maintenance portion of the Greek contract during the year ended
January 31, 2008, primarily related to the receipt of payments from the Customer for services previously rendered,

We have $15 million of accounts receivable (classified as other assets) refating to value added taxes (VAT) that we have paid
and belisve we are entitled to recover either as a refund from the taxing authorities or as a payment under the Greek contract
upon final billing. The Customer has paid to us all amounts owed for VAT to date for the subsystems accepted and services
provided. Failure by the Customer to pay any future VAT amounts could result in an additional obligation payable by us to the
Greek taxing authorities and could increase our total losses on the Greek contract.

In accordance with the terms of the Greek contract, we are required to maintain certain advance payment, performance and
offset bonds in favor of the Customer. These bonding requirements have been met through the issuance of standby letters of
credit. As of January 31, 2008, there were $111 million in advance payment and performance standby letters of credit and
$7 miflion in offset bonds outstanding. If the standby letters of credit are called based on a future failure to fulfill our
obligations under the Greek contract, we may have the right to call some of the $71 million of bonds provided by our
subcontractors in connection with their work under the Greek contract if the performance failure relates to subcontracted
work.

If we and our subcontractors are unable to perform in accordance with the modified Greek contract, damages or claims by
the Customer or subcontractors may be successfully asserted against us, our bonds may be called, and the Customer may
be able to recover additionat contract costs required to fulfill our obligations. This could have a material adverse affect on our
consolidated financial position, results of operations and cash flows.

INTESA Joint Venture

We held a 60% interast in Informética, Negocios y Tecnologia, S.A., (INTESA), a Venezuelan joint venture the Company
formed in fiscal 1997 with Venezuela's national oil company, PDVSA, to provide information technology services in Latin
Amarica. INTESA derived substantially all its revenues from an outsourcing services agreement with PDVSA. The services
agreement expired an June 30, 2002 and INTESA subsequently ceased operations. The operations of INTESA were
classified as discontinued operations as of January 31, 2003 and INTESA is currently insolvent.

INTESA is a defendant in a number of lawsuits brought by former employees seeking unpaid severance and pension
henefits. PDVSA, SAIC and SAIC Bermuda, our 100%-owned subsidiary and the entity that held our interest in INTESA,
were added as defendants in a number of these suits. Based on the procedural standing of these cases and our
understanding of applicable laws and facts, we believe that our exposure to any possible loss related to these employment
claims is either remote or, if reasonably possible, immaterial.

DS&S Joint Venture

In March 2006, we sold our interest in DS&S, a joint venture in which we owned a 50% interest. As part of the sale, we
agreed to indemnify the purchaser for certain legal costs and expenses, including those relating to a government
investigation involving DS&S and any litigation resulting from that investigation up to the sum of the sales price of $3 million
plus $1 million received by us in repayment of a loan owed by DS&S. As of January 31, 2008, we have deferred the potential
$9 million gain on this sale pending resolution of the investigation and any resulting litigation.

Other Joint Ventures

We are an investor in Danet Partnership GbR (Danet GbR), a German partnership accounted for under the equity method.
Danet GbR has an internal equity trading market similar to the limited market that was formerly maintained by Science
Applications International Corporation. We are required to provide liquidity rights to the other Danet GbR investors in certain
circumstances. These rights allow Danet GbR investors who are withdrawing from the partnership to put their Danet GbR
shares to us in exchange for the current fair value of those shares. We do not currently record a liability for these put rights
because their exercise is contingent upon the occurrence of future events which we cannot determine will occur with any
certainty. The carrying value of our investment in Danet GbR was $17 million as of January 31, 2008. The maximurn potential
obligation, assuming all the current Danet GbR investors were to put their Danet GbR shares to us, was $8 million as of
January 31, 2008.

We have a guarantee that relates only to claims brought by the sole customer of another of our joint ventures, Bechtel SAIC
Company, LLC, for specific contractual nonperformance of the joint venture. We also have a cross-indemnity agreement with
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the joint venture partner, pursuant to which we will only be ultimately responsible for the portion of any losses incurred under
the guarantee equal to our ownership interest of 30%. Due to the nature of the guarantes, we are not able to project the
maximum potential obligations we could be required to make under the guarantee as of January 31, 2008 but, based on
current conditions, we believe the likelihood of having to make any payment is remote. Accordingly, no liabiiity relating to this
guarantee is currently recorded.

On September 15, 2004, we entered into an agreement with EG&G Technical Services, Inc. (EG&G), and Parsons
Infrastructure & Technology Group, Inc. (Parsons), to form Research and Development Solutions, LLC (RDS), a Delaware
limited liability company that will pursue contracts coffered by the Department of Energy’s National Energy Technical
Laboratory. We, EG&G and Parsons, each have a one-third equal joint venture interest. In conjunction with a contract award
to RDS, each joint venture partner was required to sign a performance guarantee agreement with the U.S. Government.
Under this agreement, we unceonditionally guarantee all of RDS’s obligations to the U.S. Government under the contract
award, which has a total value of up to $217 million. We also have a cross-indemnity agreement with each of the other two
joint venture partners to protect us from liabilities for any U.S. Government claims resulting from the actions of the other two
joint venture partners and to limit our liability to our share of the contract work, As of January 31, 2008, the fair value of the
guarantee is not material.

Debt Guarantee

SAIC Inc. has fully and unconditionally guaranteed the obligations of Science Applications International Corporation, a 100%-
owned subsidiary, under its revolving credit facility, $300 milion 5.5% notes, $550 million 6.25% notes, $250 million 7.125%
notes, and $100 million 6.75% notes and certain letters of credit. We paid $100 million to settle the 6.75% notes at maturity

on February 1, 2008.

Letters of Credit and Surety Bonds

We have outstanding letters of credit aggregating to $166 million at January 31, 2008, principally related to guarantess on
contracts with domestic commaercial and foreign government customers. Of the total outstanding letters of credit, $118
million was related to the firm-fixed-price contract with the Greek government described above, $5 million of which was
issued undear our revolving credit facility. We also have outstanding surety bonds aggregating to $169 million, principally
related to performance and payment bonds.

Other

We are subject to investigations and reviews relating to compliance with various laws and regulations with respect to our role
as a contractor to agencies and departments of the U.S. Government and in connection with performing services in
countries outside of the United States. Such matters can lead to criminal, civil or administrative proceedings and we could be
faced with penalties, fines, repayments or compensatory damages. Adverse findings could also have a material adverse
effect on us because of our reliance on government contracts. Although we can give no assurance, based upon
management's evaluation of current matters that are subject to U.S. Government investigations of which we are aware and
based on management’s current understanding of the facts, we do not believe that the outcome of any such matter would
likely have a material adverse effect on our consclidated financial position, results of operations, cash flows or our ability to
conduct business.

During the year ended January 31, 2008, we recorded $8 million in costs associated with actions taken to remediate a data
security lapse affecting several customer contracts. As part of the remediation effort, we continue to review our technology
assets to evaluate any other areas of potential information security risk.

We maintain self-insured medical and workers compensation insurance plans. We provided estimated accruals for claims
incurred but not yet reported of $25 million and $27 miillion as of January 31, 2008 and 2007, respectively.

We are subject to periodic audits by state and local governments for taxes other than income taxes. We do not believe that
the outcome of any such tax matters would have a material adverse effect on our consolidated financial position, results of
operations, cash flows or our ability to conduct business.

We are also involved in various claims and lawsuits arising in the normat conduct of our business, none of which, in the
opinion of our management, based upen current information, will likely have a material adverse effect on our consclidated
financial position, results of operations, or cash flows or our ability to conduct business.

As a result of a dispute over the proper interpretation of contract pricing terms, we have initiated a lawsuit against a state
government customer seeking payment for certain technical services. Although the amount of the claim, based on three
unpaid invoices, is only approximately $40,000, the resclution of the claim is expected to resolve the pricing interpretation
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dispute and could have significant implications for the contract going forward. While we are confident in our interpretation of
the pricing terms, if the customer's interpretation prevails, given estimated future tasking over the five year term of the base
contract and the two option years, we estimate that this could result in an aggregate loss on the contract of approximately
35 million to $50 million, with the lower end of the range more likely. We have not recorded a liability for this matter as of
January 31, 2008.

In the normal conduct of our business, we seek to monetize our patent portfalio through licensing agreements. We have
defended and will continue to defend our patent positions when we believe our patents have been infringed and are involved
in such litigation from time to time. As described in Note 17 of the notes to consolidated financial statements, we sold our
Telcordia subsidiary in fiscal 2006. Pursuant to the terms of the definitive stock purchase agreement, we will receive 50% of
any net proceeds that Telcordia receives in the future in connection with the enforcement of certain patent rights.

Critical Accounting Policies

Our discussion and analysis of our financial condition and results of operations are based upon our consolidated financial
statements, which are prepared in accordance with accounting principles generally accepted in the United States of America
{GAAP). The preparation of these financial statements in accordance with GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingencies at the date of
the financial statements as well as the reported amounts of revenues and expenses during the reporting period.
Management evaluates these estimates and assumptions on an on-going basis. Our estimates and assumptions have been
prepared on the basis of the most current reasonably available information. The results of these estimates form the basis for
making judgments about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual
results could differ from these estimates under different assumptions and conditions.

We have several critical accounting policies that are both important to the portrayal of our financial condition and results of
operations and require management’s most difficult, subjective and complex judgments. Typically, the circumstances that
make these judgments complex and difficutt have to do with making estimates about the effect of matters that are inherently
uncertain. Qur ¢ritical accounting policies are as follows:

Revenue Recognition. Our revenues are primarily recognized using the percentage-of-completion method as discussed in
Staterment of Position 81-1, "Accounting for Performance of Construction-Type and Certain Production-Type Contracts.”
Under the percentage-of-completion method, revenues are recognized based on progress towards completion, with
performance measured by the cost-to-cost method, efforts-expended method or units-of-delivery method, all of which
require estimating total costs at completion. Estimating costs at completion on our long-term contracts, particularly due to
the technical nature of the services being performed, is complex and involves significant judgment. Factors that must be
considered in making estimates include iabor productivity and availahility, the nature and technical complexity of the work to
be performed, potential performance delays, the availability and timing of funding from the customer, the progress toward
completion and the recoverability of claims. Adjustments to original estimates are often required as work progresses,
experience is gained and additional information becomes known, even though the scope of the work required under the
contract may not change. Any adjustment as a result of a change in estimates is made when facts develop, events become
known or an adjustment is otherwise warranted, such as in the case of a contract modification. When estimates indicate that
we will experience a loss on the contract, we recognize the estimated loss at the time it is determined. Additional information
may subsequently indicate that the loss is more or less than initially recognized, which would require further adjustment in
our financial statements. We have procedures and processes in place to monitor the actual progress of a project against
estimates and our estimates are updated quarterty or more frequently if circumstances warrant.

Although our primary revenue recognition policy is the percentage-of-completion method, we do have contracts for which
we use other acceptable methods to record revenue (see Note 1 of the notes to consolidated financial statements). Selecting
the appropriate revenue recognition method involves judgment based on the contract and can be complex depending upon
the structure and terms and conditions of the contract.

Costs incurred on projects accounted for under the percentage-of-completion method may be recognized as pre-contract
costs and deferred as assets when we have been requested by the customer to begin work under a new arrangerment. We
record pre-contract costs when formal contracts have not yet been executed, and it is probable that we will recover the
costs through the issuance of a contract. When the formal contract has been executed, the costs are recorded to the
contract and revenue is recognized based on the percentage-of-completion methed of accounting.

Contract claims are unanticipated additional costs incurred but not provided for in the executed contract price that we seek
to recover from the customer. Such costs are expensed as incurred. Additional revenue related to contract claims is
recognized when the amounts are awarded by the customer,
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Stock-Based Compensation. We account for stock-based compensation in accordance with SFAS No. 123(R), “Share-
Based Payment.” Under the fair value recognition provisions of this statement, share-based compensation cost is measured
at the grant date based on the fair value of the award and is recognized as expense over the requisite service period, which
is generally the vesting period. The estimation of stock option fair value requires management to make complex estimates
and judgments about, among other things, employee exercise behavior, forfeiture rates, and the volatility of our common
stock. These judgments directly affect the amount of compensation expense that will ultimately be recognized. As our
comman stock was not publicly-traded until October 13, 20086, the expected terrm of option awards granted is derived
utilizing the “simpilified" method presented in SEC Staff Accounting Bulletin Nos. 107 and 110, “Share-Based Payment,” and
volatility is estimated based on a weighted average historical volatility of a group of publicty-traded, peer companies for a |
period consistent with the expected option term. We assumed weighted average volatilities of 26.8% and 33.4% for fiscal |
2008 and 2007, respectively. All other assumptions held constant, a ten percentage point change in our fiscal 2008 volatility
assumption would have increased or decreased the grant-date fair value of our fiscal 2008 option awards by approximately

23%.

Income Taxes. Provision for income taxes is recorded utilizing the liability method, which requires the recognition of deferred '
tax assets and liabilities for the expected future tax consegquences of temporary differences between the carrying amounts

and the tax basis of assets and liabilities. Under the liability method, changes in tax rates and laws are reflected in income in

the period such changes are enacted. In addition, the provision for federal, state, foreign and local income taxes is calculated !
on reported financial statement income before income taxes based on current tax law and include the cumulative effect of
any changes in tax rates from those used previously in determining deferred tax assets and liabilities. Such provisions differ
from the amounts currently payable because certain items of income and expense are recognized in different time periods '
for financial reporting purposes than for income tax purposes. We also have recognized liabilities for uncertain tax positions
in accordance with the Financial Accounting Standards Board (FASB) Interpretation No. (FIN) 48, “Accounting for Uncertainty
in ncome Taxes — an interpretation of FASB Statement No. 108.” We recognize liabilities for uncertain tax positions on open
tax years when it is mare likely than not that a tax position will not be sustained upon examination and settlement with vari-
ous taxing authorities. Liabilities for uncertain tax positions are measured at our best estimate of the taxes uttimately
expected to be paid. A signfficant portion of our income taxes payable balance is comprised of {iabilities for uncertain tax
positions. We have experienced years when liabilities for uncertain tax positions were settled for amounts different from
recorded amounts as described in Note 12 of the notes to the consclidated financial statements. Including interest and
penalties, we have liabilities for uncertain tax positions of $60 million at January 31, 2008, of which $32 million is classified as
current income taxes payable on our consclidated balance sheet.

Recording our provision for income taxes requires management to make significant judgments and estimates for matters
whose ultimate resolution may not become known until final resolution of an examination by the IRS or State agencies.
Additionally, recording liabilities for uncertain tax positions involves significant judgment in evaluating our tax positions and
developing our best estimate of the taxes ultimately expected to be paid.

Business Combinations and Gooadwill and Intangible Assets Impairment. We have engaged and expect to continue 1o
engage in business acquisition activity. The accounting for business combinations requires management to make judgments
and estimates of the fair value of assets acquired, including the identification and valuation of intangible assets, as well as the
liabilities and contingencies assumed. Such judgments and estimates directly impact the amount of goodwill recognized in
connection with each acquisition.

Goodwill is assessed for impairment annually and whenever events or circumstances indicate a condition of impairment may
exist. We perform our annual geodwill impairment assessment as of the beginning of the fourth guarter. The goodwill
impairment test is a two-step process performed at the reporting unit level. The first step consists of estimating the fair
values of each of the reporting units based on a combination of two valuation methods, a market approach and an income
approach. Fair value computed using these two methods is determined using a number of factors, including projected future
operating results and business plans, economic projections, anticipated future cash flows, comparable market data with a
consistent industry grouping, and the cost of capital. The estimated fair values are compared with the carrying values of the
reporting units, which include the allocated goodwill. if the fair value is less than the carrying value, a second step is
performed to compute the amount of the impairment by determining an implied fair value of goodwill. The implied fair value of
goodwill is the residual fair value derived by deducting the fair valug of a reporting unit's identifiable assets and liabilities from
its estimated fair value calculated in the first step. The impairment expense represents the excess of the carrying amount of
the reporting units’ goodwill over the implied fair value of the reporting units’ goodwill. The goodwill impairment test process
requires management to make significant judgments and assumpticns, including revenue, profit and cash flow forecasts,
about the business units to which goodwill is assigned. Misjudgments in this forecasting process could prevent management
from taking an impairment charge when one may be required. Our goodwill impairment tests performed in fiscal years 2008,
2007, and 2006 did not result in any impairment of goodwill. The carrying value of goodwill as of January 31, 2008 was
$1.08 billion,
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Intangible assets with finite lives are evaluated for impairment whenever events or changes in circumstances indicate that a
condition of impairment may exist. We did not recognize any impairment losses on intangible assets in fiscal 2008 and 2007,
We recognized immaterial impairment losses on intangible assets in fiscal 2006. The carrying value of intangible assets as of
January 31, 2008 was $102 million.

Recently Issued Accounting Pronouncements

I September 2006, the FASB issued SFAS No. 157 “Fair Value Measurements.” SFAS No. 157 establishes a single
authoritative definition of fair value, sets out a framework for measuring fair value and expands disclosures about fair value
measurements. This statement is effective for us in the first quarter of fiscal 2009 and will be applied prospectively.
Subsequent to the issuance of SFAS No. 157, the FASB issued FASB Staff Position No. FAS 157-1 and No. FAS 157-2,
which exclude the lease classification measurements under SFAS No, 13 "Accounting for Leases” from the scope of SFAS
No. 157 and delay the effective date on SFAS No. 157 for all non-recurring fair value measurements of nonfinanciat assets
and nonfinancial liabilities until fiscal years beginning after November 15, 2008. We do not believe that the adoption of the
provisions of SFAS No. 157 will materially impact our consolidated financial position and results of operations.

In February 2007, the FASB issued SFAS No. 159 "The Fair Value Qption for Financial Assets and Financial Liabilities
{Including an Amendment of FASB Statement No. 115}).” SFAS No. 159 permits companies to measure many financial
instruments and certain other items at fair value to improve financial reporting by providing companies with the opportunity to
mitigate volatility in reported earnings caused by measuring related assets and liabilities differently without having to apply
complex hedge accounting. Most of the provisians in SFAS No. 158 are elective. This statement is effective for us in the first
guarter of fiscal 2009 and may be applied prospectively. We do not intend to adopt the elective provisions of this statement.

fn December 2007, the FASB issued SFAS No. 141(R) “Business Combinations.” SFAS No. 141(R) changes the
requirements for an acquirer’s recognition and measurement of the assets acquired and liabilities assumed in a business
combination. This statement is effective for us with respect to all business combinations for which the acquisition date is after
January 31, 2009. Adoption is not expected to materially impact our consolidated financial position or results of operations
directly when it becomes effective, as the only impact that the statement will have on recorded amounts at that time is that
related 1o disposition of uncertain tax positions related to prior acquisitions. Following the date of adoption of the statement,
the resolution of such items at values that differ from recorded amounts will be adjusted through earnings, rather than
through goodwill. Adoption of this statement is, however, expected to have significant effect on how acquisition transactions
subsequent to January 31, 2009 are reflected in the financial statements,

In December 2007, the FASB issued SFAS No. 160 “Noncontrolling Interests in Consolidated Financial Statements (an
amendment of ARB No. 51)." SFAS No. 160 requires that noncontrolling (minority) interests be reported as a component of
equity, that net income attributable to the parent and to the noncontrolling interest be separately identified in the income
statement, that changes in a parent’s ownership interest while the parent retains its controlling interest be accounted for as
equity transactions, and that any retained noncontrolling equity investment upon the deconsolidation of a subsidiary be
initially measured at fair value. This statement is effective for us as of February 1, 2009, and shall be applied prospectively
except for the presentation and disclosure requirements which shall be applied retrospectively for all periods presented. As
of January 31, 2008, we do not have any consolidated subsidiaries in which there is a noncontroliing interest. The
retrospective presentation and disclosure requirements of this statement will be applied to any prior periods presented in
financial statements for the fiscal year ending January 31, 2010 and later periods during which we had a consolidated
subsidiary with a noncontrolling interest.

In March 2008, the FASB issued SFAS No. 161 "Disclosures about Derivative Instruments and Hedging Activities (an
amendment of FASB Statement No. 133).” SFAS No. 161 requires enhanced disclosures about derivative instruments and
hedging activities and their effects on an entity’s financial position, financial performance, and cash flows. The requirements
of this statement are effective for us in the first quarter of fiscal 2010. Since this statement only pertains to disclosures in the
notes to consolidated financial statements, it will not impact our consolidated financial position and results of operations.

Effects of Infiation

Our cost-reimbursement type contracts are generally completed within one year. As a result, we have generally been able to
anticipate increases in costs when pricing cur contracts. Bids for longer-term FFP and T&M contracts typically include
sufficient provisions for labor and other cost escalations to cover cost increases over the period of performance.
Conseqguently, revenues and costs have generally both increased commensurate with the general economy. As a result, net
income as a percentage of total consolidated revenues has not been significantly impacted by inflation.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to certain market risks in the normal course of business. Our current market risk exposures are primarily
related to interest rates and foreign curency fluctuations. The following information about our market sensitive financial
instruments contains forward-looking statements.
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Interest Rate Risk. Qur exposure to market risk for changes in interest rates refates primarily to our cash equivalents,
investments in marketable securities, interest rate swaps and long-term debt obligations.

We have established an investment policy to protect the safety, liquidity and after-tax yield of invested funds. This policy
establishes guidelines regarding acceptability of instruments and maximum maturity dates and requires diversification in the
investment portfolios by establishing maximum amounts that may be invested in designated instruments and issuers. We do
not authorize the use of derivative financial instruments in our managed short-term investment portfolios. Our policy
authorizes, with beard of director approval, the limited use of derivative instruments only to hedge specific interest rate risks.

The table below provides information about our financial instruments at January 31, 2008 that are sensitive to changes in
interest rates. For debt obligations and short-term investments, the table presents principal cash flows in U.S. dollars and
related weighted average interest rates by expected maturity dates. For interest rate swap agreements, the table presents
the notional amounts and weighted average interest rates. The notional amounts are used to calculate the contractual cash
flows to be exchanged under the contracts. As described in Note 8 of the notes to consolidated financial statements, the
swap agreements we entered into in May 2003 are expected to substantially offset interest rate exposures related to the
swap agreements previously entered into in January 2002. As a result, on a combined basis, these swaps are no longer
exposed to changing interest rates and we have excluded these swap agreements from the table below.

Estimated Fair
Value as of
2008 2010 2011 2012 2013 Thereafter Total  January 31, 2008
{dollars in millions)
Assets:
Cash and cash equivalents $108 $ - $ - $- & - $ — %1006 $1,096
Average interest rate 4.27% - - - - -
Liabilities:
Short-term and long-tenm debt:
Variable interest rate @ $ 28 § — % 1 $— % 1 & 2 $ 32 $ 32
Weighted average interest rate 5.22% - 700% — 7.00% 7.00%
Fixed rate $ 102 $§ 1 & — $— $550 $550 31,203 51,217
Weighted average interest rate 6.77% 7.05% — — 625% 6.24%
interest Rate Derivatives
Interest rate swap agreemenis:
Fixed to variable® $ 100 - — - - — § 100 3 1
Average receive rate 6.75%
Average pay rate 8.40%

M Includes $42 million denominated in British pounds, $2 milion denominated in Canadian dollars, $2 million denominated in
Euros and $2 millien denominated in [ndian rupees.

&  The fiscal 2009 amount includes $26 milion and $1 milion denominated in Euros and Indian rupees, respectively.

% We settled this swap agreement at its expiration date, which coincided with the payment of $100 million to settle the 6.75%
notes at maturity on February 1, 2008,

At January 31, 2008, our cash and cash equivalents, which include money market funds and money market accounts, bear
variable interest rates. A 10% unfavorable interest rate movement would not materially impact the value of the holdings but
would impact interest income in future periods.

Foreign Currency Risk. Although the majority of our transactions are denominated in U.S. dollars, some transactions are
denominated in varicus foreign currencies. Our objective in managing our exposure {o foreign currency exchange rate
fluctuations is to mitigate adverse fluctuations in earnings and cash flows associated with foreign currency exchange rate
fluctuations. Our policy allows us to actively manage cash flows, anticipated transactions and firm commitments through the
use of natural hedges and forward foreign exchange contracts. We do not use foreign currency derivative instruments for
trading purposes.

Woe assess the risk of loss in fair values from the impact of hypothetical changes in foreign currency exchange rates on
market sensitive instruments by performing a sensitivity analysis. The differences that result from comparing hypothstical
foreign exchange rates and actual spot rates as of January 31, 2008 are the hypothetical gains and losses associated with
foreign currency risk. As of January 31, 2008, holding all other variables constant, a 10% weakening of the U.S. dollar
against the hedged currency would affect the fair values of the forward foreign exchange contracts by immaterial amounts.
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Item 8. Financial Statements and Supplementary Data

See our consolidated financial statements attached hereto and listed on the Index to Consolidated Financial Statements set
forth on page F-1 of this Annual Report on Form 10-K.

Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our principal executive officer (our Chairman and Chief Executive Officer) and
principal financial officer (our Executive Vice President and Chief Financial Officer), has evaluated the effectiveness of our
disclosure controls and procedures (as defined in Rules 13a-15(e) or 15d-15(g) under the Securities Exchange Act of 1934,
as amended (Exchange Act)) as of January 31, 2008, and our principat executive officer and principal financial officer have
cancluded that our disclosure controls and procedures are effective to ensure that information required to be disclosed by us
in the reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within the
time periods specified in the rules and forms of the Securities Exchange Commission. These disclosure controls and
procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed
by us in the reports that we file or submit under the Exchange Act is accurmnulated and communicated to our management,
including our principal executive officer and our principal financial officer, as appropriate to allow timely decisions regarding
required disclosure.

Changes In Internal Control Over Financial Reporting

During the year ended January 31, 2008, we began a phased implementation of a new information technology system to be
used as our accounting system. The implementation is expected to be complsted in multiple phases through fiscal 2010,
The transition to the new information technology system includes a significant effort in the testing of the system prior to
implementation, training of employees who will be using the system and updating of our internal control process and
procedures that will be impacted by the implementation. During each phase of the implementation, an appropriate level of
tasting and monitoring of the financial results recorded in the system will be conducted and our management will update the
system of internal control over the impacted areas.

During the year ended January 31, 2008, our corporate operations and two of our twenty operating business units
(representing approximately 10% of total consolidated revenues on a full year basis) were migrated to the new system. This
migration did not materially affect our internal control over financial reporting because of the relatively low level of activity
being performed in the new system. This phased implementation will materially affect our internal control over financial
reporting. There have been no changes in our internal control over financial reporting that occurred in the fourth quarter of
the annual period covered by this report that materially affected, or are reasonably likely to materially affect, our internal
control over financial reporting.

Management’s Report On Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting. Internal
control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with accounting principles
generally accepted in the United States of America.

Our management, with the participation of our principal executive officer and principal financial officer, has evaluated the
effectiveness, as of January 31, 2008, of our internal control over financial reporting based on the framework established in
Internal Control— Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Cormmission,
Our management has assessed in its evaluation the effectiveness of our internal control over financial reporting as of

January 31, 2008 and has concluded that our internal control over financial reporting as of that date was effective.

Deloitte & Touche LLP, an independent registered public accounting firm, audited our consolidated financial statements

included in this Annual Report on Form 10-K and our internal controd over financial reporting, and that firm's report on our
internal control over financial reporting is set forth below.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM -

To the Board of Directors and Stockholders of
SAIC, Inc.
San Diego, CA

We have audited the internal control over financiat reporting of SAIC, Inc. and subsidiaries (the “Company”} as of January 31,
2008, based on criteria established in internal Control—integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission. The Company's management is responsitle for maintaining effective internal
control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, included
in the accompanying Management's Report on Internal Control over Financial Reporting. Our respensibility is to express an
opinion on the Company's internal cantrol over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reascnable assurance about whether effective
internal control over financial reporting was raintained in all material respects. Our audit included obtaining an understanding
of internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the
design and operating effectiveness of internal control based on the assessed risk, and performing such other procedures as
we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion,

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company’s
principal executive and principal financial officers, or persons performing similar functions, and effected by the company’s
board of directors, management, and other perscnnel to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. A company’s internal control over financial reporting includes those policies and procedures that

{1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts
and expenditures of the company are being made only in accordance with authorizations of management and directors of
the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition,
use, or disposition of the company's assets that could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely
basis. Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods
are subject to the risk that the controls may become inadeguate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of
January 31, 2008, based on the criteria established in Internal Control—Integrated Framework issued by the Committee of
Sponscring Organizations of the Treadway Commission,

We have also audited, in accordance with the standards of the Public Company Accounting Qversight Board (United States),
the consolidated financial statements as of and for the year ended January 31, 2008, of the Company and our report dated
March 25, 2008, expressed an unqualified opinion on those financial staterments and included an explanatory paragraph for
the adoption of new accounting standards relating to share-based payment and defined benefit pension obligations.

/s/ DELOITTE & TOUCHE LLP

San Diego, California
March 25, 2008
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Item 9B. Other information

None.
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Iltem 10. Directors, Executive Officers and Corporate Governance

For certain information required by Item 10 with respect to our executive officers, see “Executive and Other Key Officers of
the Registrant” at the end of Part | of this Annual Report on Form 10-K. For additicnal information required by Item 10 with
respect to our executive officers and directors, including our audit committee and audit committee financial experts, and
procedures by which stockholders may recommend nominees to our board of directors, see the information set forth under
the captions “Election of Directors,” "Corporate Governance” and “Other Information” appearing in the 2008 Proxy
Statement, which informaticn is incorporated by reference into this Annual Report on Form 10-K.

We have adopted a code of business ethics that applies to our principal executive officer and our senior financial officers. A
copy of our Code of Ethics for Principal Exacutive Officer and Senior Financial Officers was filad as Exhibit 14 to the Annual
Repart of Science Applications International Corporation on Form 10-K for the fiscal year ended January 31, 2004 and is
also available on our website free of charge at www.saic.com. We intend to post on our website any material changes to or
waivers from our code of business ethics, if any.

Item 11. Executive Compensation

For information required by Item 11 with respect to executive compensation, see the information set forth under the captions
"Compensation Discussion and Analysis,” “Executive Compensation™ and “Director Compensation” in the 2008 Proxy
Statement, which information is incorporated by reference into this Annual Report on Form 10-K.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

For information required by Item 12 with respect to the security ownership of certain beneficial owners and management,
see the information set forth under the caption "Stock Ownership of Certain Beneficial Owners and Management” in the
2008 Proxy Statement, which informaticn is incorporated by reference into this Annual Report on Form 10-K.

Information with respect to our equity compensation plans as of January 31, 2008 is set forth below:

Number of securities
ramaining available
for future issuance

Number of securities Weighted-average under equity

to be issued upon  exercise price of compensation

exercise of outstanding plans (excluging

outstanding opticns, options, warrants securities reflected

Plan Category warrants and rights(a) and rights{b) in column{a}j(c)
Equity compensation plans approved by security holders M 53,495,394@  $13.41 96,188,6080
Equity compensation plans not approved by security holders 4 — — —)

Total 53,495,394 $13.41 96,188,698

{1) The following equity compensation plans approved by security holders are included in this plan category: the 1999 Stock
Incentive Plan, the 2006 Equity Incentive Plan and the 2006 Employse Stock Purchase Plan.

(2) Represents shares of our stock reserved for issuance upon the exercise of outstanding options awarded under the 2006 Equity
incentive Plan and the 1999 Stock Incentive Plan. Does not include shares to be issued pursuant to purchase rights under the
2006 Employee Stock Purchase Plan.

(3} Represents 10,665,929 shares of our stock under the 2006 Employee Stock Purchase Plan and 85,522,769 shares under the
2006 Equity Incentive Plan. The maximum number of shares initially available for issuance under the 2006 Employee Stock
Purchase Plan was 9 million. The 2006 Employee Stock Purchase Plan provides for an automatic increase to the share reserve
on the first day of each fiscal year teginning on February 1, 2007 in an amount equal to the lesser of (i) @ milion shares, (i) two
percent of the number of shares of the Company’s common stock outstanding on the last day of the immediately preceding
fiscal year {measured on an as-converted basis with respect to outstanding shares of Class A preferred stock) or (it a number
determined by the compensation committee of the board of directors. The maximum number of shares initially available far
issuance under the 2006 Equity Incentive Plan was 75 million. The 2006 Equity Incentive Plan provides for an automatic
increase to the share reserve on the first day of each fiscal year beginning on February 1, 2007 in an amount equal to the lesser
of (i) 30 milllion shares, (i} five percent of the number of shares of the Company's common stock outstanding on the last day of
the immediately preceding fiscal year (measured on an as-converted basis with respect to outstanding shares of Class A
preferred stock) or (i) a number determined by the board of directors or compensation committee. Those shares (i) that are
issued under the 2006 Equity Incentive Plan that are forfeited or repurchased by the Gompany at the original purchase price or
less or that are issuable upon exercise of awards granted under the Plan that expire or become unexercisable for any reason
after their grant date without having been exercised in full, {i) that are withheld from an option or stock award pursuant to a
Company-approved net exarcise provision, (iii) that are retained upon exercise of a stock appreciation right or (iv) that are not
delivered to or are award shares surrendered by a holder in consideration for applicable tax withholding will continue to be
available for issuance under the Plan.
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{4) The Stock Compensation Plan and the Management Stock Compensation Plan have not been approved by security holders
and are included in this plan category. These plans do not provide for a maximum number of shares available for future
issuance.

Some of the principal features of the Stock Compensation Plan and the Management Stock Compensation Plan, together
referred to as the Stock Compensation Plans, are summarized below, which summary is qualified in its entirety by the full
text of the Stock Compensation Plans. Stockholder approval of the Stock Compensation Plans was not required.

Summary of the Stock Compensation Plans

The Stock Compensation Plans have been adopted to provide a long-term incentive to key employees by making deferred
awards of shares of our stock. All officers and employees are eligible to receive awards under the Stock Compensation Plan.
However, only a select group of management and highly compensated senior employees are eligible to receive awards
under the Management Stock Compensation Plan. We intend to limit participants of the Management Stock Compensation
Plan to individuals that would permit the Plan to be treated as a “top hat” plan under applicable Internal Revenue Service and
Department of Labor Regulations.

The awarding authority (as appointed by our board of directors) designates those key employees receiving awards and the
number of share units to be awarded. The number of share units awarded represents an interest in a trust maintained by
Wachovia Bank, N.A. as trustee under a trust agreement between the trustee and us. The trust is a special type of trust
known as a rabbi trust. In order to avoid current taxation of awards under the Stock Compensation Plans, the trust must
permit our creditors to reach the assets of the trust in the event of our bankruptcy or insolvency. Each share unit generally
corresponds to one share of stock, but the employee receiving an award of share units will not have a direct ownership
interest in the shares of stock represented by the share units.

The awarding authority will establish a vesting schedule of not more than seven years for each account in the trust. Awards
granted prior to danuary 1, 2006 will generally vest at the rate of one-third at the end of each of the fifth, sixth and seventh
year following the date of award. The death of a participant or a change in control of us will result in full vesting of an award.
A participant will forfeit any unvested portions of the account if the participant’s employment terminates for any reason other
than death. We receive the benefit of forfeited amounts either by return of shares to us or use of the forfeitures to satisfy
future awards under the Stock Compensation Plans.

Awards issued on or after January 1, 2008 will generally vest 100% at the end of the fourth year following the date of award.
Participants of the Stock Compensation Plan receive a lump sum distribution of their awards in shares of stock once they
become vested while participants of the Management Stock Compensation Plan receive a distribution of their awards in
shares of stock following termination or retirement. Participants will be taxed on the value of any amounts distributed from
the Stock Compensation Plans at the time of the distribution.

The day-to-day administration of the Stock Compensation Plans is provided by the nonqualified plans committee appointed
by our board of directors. We have the right to amend or terminate the Stock Compensation Plans at any time and for any
reason.

Item 13. Certain Relationships and Related Transactions, and Director Independence

For information required by ltem 13 with respect to certain relationships and related transactions and the independence of
our directors and nominees, see the information set forth under the caption “Corporate Governance” in the 2008 Proxy
Statement, which informaticn is incorporated by reference into this Annual Report on Form 10-K.

Item 14. Principal Accounting Fees and Services

For information required by ltem 14 with respect to principal accounting fees and services, see the information set forth
under the caption “Audit Matters” in the 2008 Proxy Staterment, which information is incorporated by reference into this
Annual Report on Form 10-K,
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PART IV

Item 15. Exhibits, Financial Statement Schedules

{a) Documents fited as part of the report:

1. Financial Staterments

Our consclidated financial statements are attached hereto and listed on the Index to Consolidated Financial Staternents set
forth on page F-1 of this Annual Report on Form 10-K,

2. Financial Statement Schedules

Financial statement schedules are omitted because they are not applicable or the required information is shown in the
consolidated financial statements or the notes thereto.

Exhibit
Number

3. Exhibits

Description of Exhibit

241

3.1

3.2

4.1

42

4.3

4.4

10.1

10.2

10.3

10.4*

10.5*

10.6°

Agreement and Plan of Merger, as amended and restated as of July 24, 2006, by and among Science Applications
International Corporation, Registrant and SAIC Merger Sub, Inc. Incorporated by reference to Exhibit 2.1 to Registrant’s
Post-Effective Amendment No. 3 to Form S-4 Registration Statement No. 333-128022, fited on July 25, 2006.

Restated Certificate of Incorporation of Registrant. incorporated by reference to Exhibit 3.2 to Registrant’s Quarterly
Report on Form 10-Q for the quarterly period ended October 31, 2007 as filed December 11, 2007 with thae SEC.

Restated Bylaws of Registrant. Incorporated by reference to Exhibit 3.3 to Registrant’s Quarterty Report on Form 10-Q
for the quarterly period ended October 31, 2007 as filed December 11, 2007 with the SEC.

Form of Indenture between Science Applications Intemnational Corporation and The Chase Manhattan Bank, as Trustee.
Incorporated by reference to Exhibit 4.1 to Science Applications International Corporation’s Amendment No. 1 to Form
S-3 Registration No. 333-37117 filed on November 19, 1997.

Indenture dated June 28, 2002 between Science Applications International Corporation and JPMorgan Chase Bank, as
trustee. Incorporated by reference to Exhibit 4.2 to Science Applications Internaticnal Corporation’s Current Report on
Form 8-K as filed July 3, 2002 with the SEC. SEC File No: 0-12771.

First Supplemental Indenture, dated October 13, 2008, by and among Science Applications International Corporation,
Registrant and The Bank of New York Trust Company, N.A., as successor trustee to JPMorgan Chase /k/a The Chase
Manhattan Bank. Incorporated by reference to Exhibit 4.1 to Registrant’s Current Report on Form 8-K as filed October
17, 2006 with the SEC.

First Supplemental Indenture, dated October 13, 2006, by and among Science Applications Intemationa! Corporation,
between Registrant and The Bank of New York Trust Company, N.A., as successor trustee to JPMorgan Chase Bank,
N.A. Incorporated by reference to Exhibit 4.2 to Registrant's Current Report on Form 8-K as filed October 17, 2006 with
the SEC.

Assignment and Assumption Agreement, dated Cctober 16, 2008, between Registrant and Science Applications
International Corporation. Incorporated by reference to Exhibit 10.1 to Registrant's Current Report on Form 8-K as filed
QOctober 17, 2008 with the SEC.

Guaranty of Registrant in favor of Citicorp USA, Inc, in its capacity as administrative agent, and other lenders.
Incorporated by reference to Exhibit 10.2 to Registrant’s Current Report on Form 8-K as filed October 17, 2006 with the
SEC.

Registrant’s 2006 Equity Incentive Plan {as amended June 8, 2007). Incomporated by reference to Exhibit 10.1 to
Registrant’s Current Report on Form 8-K as filed on June 14, 2007 with the SEC.

Science Applications International Corporation's Stock Compensation Plan, as amended and restated effective January
1, 2005. Incorporated by reference to Exhibit 10.3 to Science Applications Intermational Corporation s Current Report on
Form 8-K as filed on April 3, 2006 with the SEC.

Science Applications International Corpora:tion’s Management Stock Compensation Plan, as amended and restated
effective January 1, 2005. Incorporated by reference to Exhibit 10.2 to Science Applications International Corporation's
Current Report on Form 8-K as filed on April 3, 2006 with the SEC.

Science Applications International Corporation’s Keystaff Deferral Plan, as amended and restated effective
January 1, 2005. Incorporated by reference to Exhibit 10.4 to Science Applications Intermational Corporation’s Current
Report on Form 8-K as filed on April 3, 2006 with the SEC.
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Exhibit
Number

Description of Exhibit

10.7*

10.8"

10.9°

10307

10.11*
10.12*
10.13"

10.14"

10.15

10.16

10.17~

10.18"

10.19°

10.20

t0.21”

10.22°

10.23"

Science Applications International Corporation's Key Executive Stock Deferral Plan, as amended and restated effective
January 1, 2005. Incorporated by reference to Exhibit 10.1 to Science Applications International Corporation’s Current
Report on Form 8-K as filed March 1, 2006 with the SEC.

Registrant’'s 2006 Employee Stock Purchase Plan. incorporated by reference to Exhibit 10.25 to Registrant’s Post-
Effective Amendment No. 3 to Form S-4 Registration Statement No. 333-128022, filed on July 25, 2006.

Form of Stock Award Agreement of Registrant's 2006 Equity Incentive Plan. Incorporated by reference to Exhibit 10.3 to
Registrant’s Quarterly Report on Form 10-Q for the quarterly period ended October 31, 2006 as filed on December 13,
2006 with the SEC.

Form of Nonstatutory Stock Option Agreement of Registrant’s 2006 Equity Incentive Plan. Incorporated by reference to
Exhibit 10.2 to Registrant’s Quarterly Report on Form 10-Q for the quarterly period ended October 31, 2006 as filed on
December 13, 2006 with the SEC.

Form of Stock Award Agreement (Non-Employee Directors) of Registrant’s 2006 Equity Incentive Plan.
Form of Nonstatutory Stock Option Agresment {(Non-Employee Directors) of Registrant’s 2008 Equity Incentive Pian.

Science Applications International Corporation’s 1998 Stock Incentive Plan, as amended through August 15, 1999,
Incorporated by reference to Exhibit 10(e) to Science Applications International Corporation’s Annual Report on Form
10-K for the fiscal year ended January 31, 2000. SEC File No: 0-12771.

Science Applications International Corporation’s Bonus Compensation Plan, as restated effective July 9, 1999.
Incorporated by reference to Annex Il to Science Applications International Corporation's Proxy Statement for the 1999
Annual Mesting of Stockholders as filed April 29, 1999 with the SEC. SEC File No: 0-12771.

Five Year Credit Agreement, dated June 6, 2006, by and among Science Applications International Corporation, Citicorp
USA, Inc., as administrative agent, Wachovia Bank, National Association, as syndication agent, and the other lenders
party thereto. Incorporated by reference to Exhibit 10.1 to Science Applications International Corporation's Quarterly
Report on Form 10-Q for the quarterly pericd ended April 30, 2008 as filed on June 8, 2006 with the SEC.

Letter Amendment, dated effective August 23, 2006, to Five Year Credit Agreement, dated June 6, 2006, by and among
Science Applications International Corporation, Citicorp USA, Inc., as administrative agent, Wachovia Bank, National
Association, as syndication agent, and other lenders party thereto. Incorporated by reference to Exhibit 10.1 to Science
Applications International Corporation’s Quarterly Report on Form 10-Q for the quarterly period ended July 31, 2006 as
filed on September 5, 2008 with the SEC.

Letter Amendment No. 2, dated effective July 31, 2007, to Five Year Credit Agreement, dated June 6, 2006, by and
among Science Applications nternational Corporation, Citicorp USA, Inc., as administrative agent, Wachovia Bank,
National Association, as syndication agent, and other lenders party thereto. Incorporated by reference to Exhibit 10.1 to
Registrant's Current Report on Form 8-K as filed on August 1, 2007 with the SEC.

Employment Agreement dated October 3, 2003, between Kenneth C. Dahlberg and Science Applications International
Corporation. Incorporated by reference to Exhibit 10.1 to Science Applications Intermnational Corporation’s Quarterly
Report on Form 10-Q for the quartery period ended QOctober 31, 2003 as filed on December 12, 2003 with the SEC.

Stock Offer Letter dated October 3, 2003, to Kenneth C. Dahlberg from Science Applications International Corporation.
Incorporated by reference to Exhibit 10.2 to Science Applications International Corporation’s Quarterly Report on Form
10-Q for the quarterly period ended Qctober 31, 2003 as filed on December 12, 2003 with the SEC.

Stock Purchase Agreement between Science Applications Intermational Corporation and TT1 Holding Corporation dated
as of November 17, 2004, as amended on February 14, 2005 and March 11, 2005. Incorporated by reference to Exhibit
99.1 to Science Applications International Corporation’s Current Report on Form 8-K as filed on March 21, 2005 with
the SEC.

Form of Indemnification Agreement. Incorporated by reference to Exhibit 10.1 to Registrant’s Quarterly Report on Form
10-Q for the quarterly period ended April 30, 2007 as filed on June 7, 2007 with the SEC.

Form of Severance Protection Agreement. Incorporated by reference to Exhibit 10.1 to Registrant’s Quarterly Report on
Form 10-Q for the guarterly period ended October 31, 2006 as filed on December 13, 2006 with the SEC.

Employment Letter Agreement between Science Applications International Corporation and Mark Sopp, dated as of
November 17, 2005. Incorporated by reference to Exhibit 10.1 to Science Applications Internationat Corporation’s
Current Report on Form 8-K as filed on November 28, 2005 with the SEC.
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Exhibit

Nurnber Dascription of Exhibit

10.24* Stock Offer Letter dated November 14, 2005 to Mark Sopp from Science Applications International Corporation.
Incorporated by reference to Exhibit 10.2 to Science Applications International Corporation’s Current Report on
Form 8-K as filed on November 28, 2005 with the SEC.

14 Registrant’'s Code of Ethics for Principal Executive Officer and Senior Financial Officers. Incorporated by reference to
Exhibit 14 to Science Applications International Corperation's Annual Repart on Form 10-K for the fiscal year ended
January 31, 2004 as filed with the SEC on April 16, 2004,

18.1 Letter dated March 25, 2008 from Deloitte & Touche LLP regarding change in Accounting Principle.

21 Subsidiaries of Registrant.

231 Consent of Independent Registered Public Accounting Firm, Deloitte & Touche LLP,

311 Certification of Chief Executive Officer adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002,

31.2 Certification of Chief Financial Officer adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002,

32.1 Certification of Chief Executive Cfficer pursuant to 18 U.8.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Cxley Act of 2002.

32.2 Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002.

* Executive Compensation Plans and Arrangements
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused
this report to be signed on its behalf by the undersigned, thereunto duly authorized.

SAIC, Inc.

By /s/  KeNNETH C. DAHLBERG

Kenneth C. Dahlberg
Chairman of the Board and Chief Executive Officer

Dated: March 25, 2008

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature Et_lg Date
/s/ KENNETH C. DAHLBERG Chairman of the Board and Principal March 25, 2008
Kenneth C. Dahlberg Executive Officer
/s/ Mark W. Sopp Principal Financial Officer March 25, 2008
Mark W. Sopp
/s/  JoHN R. HARTLEY Principa! Accounting Officer March 25, 2008

Johin R. Hartley

fs/ France A. CORDOVA Director March 25, 2008
France A. Cérdova

/s/  WoLFGaNG H. DEMISCH Director March 25, 2008
Wolfgang H. Demisch

/s/  JeERE A. DRUMMOND Director March 25, 2008
Jere A. Drummond

/s/ JouN J. HAMRE Director March 25, 2008
John J. Hamre

/s/ Mriam E. Joun Director March 25, 2008
Miriam E. John

/s/ ANITA K. JONES Director March 25, 2008
Anita K. Jones

/s!/  JOHN P. JUMPER Director March 25, 2008

John P. Jumper

/s/  Harry M.J. KRAEMER, JR. Director March 25, 2008
Harry M. J. Kraemer, Jr.

/s/ EDwARD J. SANDERSON, JR. Director March 25, 2008
Edward J. Sanderson, Jr.

/s Louis A. SIMPSON Director March 25, 2008
Louis A. Simpson

s/ A. THOMAS YOUNG Director March 25, 2008
A. Thomas Young
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
SAIC, Inc.
San Diego, CA

We have audited the accompanying consolidated balance sheets of SAIC, Inc. and subsidiaries (the "Company”} as of
January 31, 2008 and 2007, and the related consolidated statements of income, stockholders’ equity and comprehensive
income, and cash flows for each of the three years in the period ended January 31, 2008. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements based
on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion,

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of SAIC,
Inc. and subsidiaries as of January 31, 2008 and 2007, and the results of their operations and their cash flows for each of
the three years in the period ended January 31, 2008, in conformity with accounting principles generally accepted in the
United States of America.

As discussed in Note 1 to the consolidated financial statements, the Company changed its method of accounting for the
adoption of SFAS No. 123(R), Share-Based Payment, effective February 1, 2006, and its method of accounting for the
adoption of SFAS No. 158, Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans, effective
January 31, 2007.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the Company’s internal control over financial reporting as of January 31, 2008, based on the criteria established in internal
Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our
report dated March 25, 2008, expressed an unqualified opinion on the Company’s internal control over financial reporting.
/s/ DELOITTE & TOUCHE LLP

San Diego, Califorria
March 25, 2008
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SAIC, INC.
CONSOLIDATED STATEMENTS OF INCOME

Year Endad January 31

2008 2007 2006

Revenues
Costs and expenses:
Cost of revenues
Selling, general and administrative expenses

{in millions, except per
share amounts)

$8,935 $8,061 $7,518

7,698 6974 6568
571 515 480

Operating income
Non-operating income (expense):
Interest income
Interest expense
Minority interest in income of consolidated subsidiaries
Other income {gxpense}, net

666 572 470

56 116 9
o) (92 (8§
3 (5} )
@ 5 (7)

Income from continuing operations before income taxes
Provision for income taxes

626 596 468
240 231 133

Income from continuing operations
Discontinued operations (Note 17):

Income from discontinued operations before minerity interest in income of consolidated subsidiaries
and income taxes (including net gain on sales of $34 million, $19 milion and $871 million in fiscal

2008, 2007 and 2006, respectively)
Minority interest in income of consolidated subsidiaries
Provision for income taxes

386 365 335

40 40 902
2 © {(11)
9

Income from discontinued operations

29 26 592

Net income

$ 415 $ 391 § 927

Eamings per shara:
Basic:
Income from continuing cperations
Income from discontinued operations

$ 96 $104 $ 96
.07 .07 1.70

$103 $1.11 $ 266

Diluted:
Income from continuing operations
income from discontinued operations

$ 93 $100 $ 83
07 07 1.65

$100 $1.07 § 258

Weighted average shares outstanding:
Basic

404 352 348

Diluted

4#7 364 359

See accompanying notes to consolidated financial statements.
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SAIC, INC.
CONSOLIDATED BALANCE SHEETS

January 31
2008 2007
{in millions)
ASSETS
Current assets:
Cash and cash equivalents $1,086 $1,109
Receivables, net 1,886 1,598
Inventory, prepaid expenses and other current assets 255 190
Assets of discontinued operations - 85
Total current assets 3,237 2982
Property, plant and equipment, net 393 382
Intangible assets, net 102 109
Goodwil 1,077 920
Deferred income taxes 71 57
Other assets 101 109
$4,981 34,559
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable and accrued liabilities $1,111  $1,032
Accrued payroll and employee benefits 562 507
Income taxes payable 29 73
Notes payable and long-term debt, current portion 130 29
Liabilities of discontinued operations - 25
Total current liabilities 1,832 1,666
Notes payable and long-term debt, net of current portion 1,098 1,199
Other long-term labilities 150 102
Commitments and contingencies (Notes 14 and 18)
Minority interest in consolidated subsidiaries - 58
Stockholders’ equity:
Preferred stock, $.0001 par value, 1.5 billion shares authorized, 234 million and 320 million shares issued and
outstanding at January 31, 2008 and 2007, respectively - —
Common stock, $.0001 par value, 2 billion shares authorized, 179 milion and 92 million shares issued and
outstanding at January 31, 2008 and 2007, respectively - -
Additional paid-in capital 1,836 1,557
Retained earnings 88 6
Accumulated other comprehensive loss (23) {(27)
Total stockholders’ equity 1,901 1,536

$4,981  $4,558

See accompanying notes to consolidated financial statements.
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SAIC, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
AND COMPREHENSIVE INCOME

Accumulated
Shares Additionat Other ather
Common  Preferred paid-in  Retained  stockholders’ comprehensive Comprehensive
sinck stotk capital  earnings equity loss Income
(in millions)
Balance at February 1, 2005 — 363 $2280 §$212 $(105) $(36)
Net income — — — 927 - - 8927
Other comprehensive income — - — - — 4 4
lssuances of stock - 27 443 - — - —
Repurchases of stock — 47) (283) (724) — - —
Income tax benefit from employee stock
transactions - — 67 - — - -
Stock-based compensation - — 1 - — — -
Unearned stock cormpensation, net of
amortization — — — — 21 — -
Balance at January 31, 2006 - 343 2,508 415 {84) (32) $931
Net income — - — 391 — - $391
Other comprehensive income - — - - - 15 15
Initial public ofiering of common stock 86 — 1,243 - - —- -
Issuances of preferred stock and other
stock transactions — 21 289 — - - -
Repurchases of stock (2) (36) (267 (602} — - —
Conversion of preferred stock to common
stock 8 8 - - - - -
Special dividend - — (2,245 (198) - — -
Income tax benefit from employee stock
transactions - — 41 - - — -
Stock-based compensation — - 44 — 28 - —
Adjustment to initialty apply FASB
Staterment No. 158, net of tax — — — — — (10} —
Elimination of unearned compensation
upon modification of stock awards - — (56) - 56 — —
Balance at January 31, 2007 g2 320 1,657 6 — 27) $406
Net income - - — 415 - - $415
Other comprehensive income — - - — - 4 4
Issuances of preferred stock and other
stock transactions - 28 292 - - - -
Repurchases of stock {12) (15) (166)  (332) - - -
Cenversion of preferred stock to common
stock a8 {99) - - — — —
Income tax benefit from employee stock
transactions — — 64 — — — —
Stock-based compensation — — 89 — — — —
Adjustrent 1o initially apply FIN 48, net of
tax — — — (1) — - —
Balance at January 31, 2008 179 234 $1,836 $ 88 $ — $(23) $419

See accompanying notes to consolidated financial statements.
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SAIC, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended January 31
2008 2007 2006
{in millicns}
Cash flows from operations:
Net income $ 415 $ 391 § 0927
Income from discontinued operations (29) (26) (592)
Adjustments to reconcile net income to net cash provided by operations:
Depreciation and amortization 80 71 68
Stock-based compensation 89 64 39
Excess tax benefits from stock-based compensation (64) (9 —
Other non-cash items 24 22 16
Increase {decrease) in cash and cash equivalents, excluding effects of acquisitions and
divestitures, resuiting from changes in:
Receivables {237) (68) 49
Inventory, prepaid expenses and other current assets {46} 8 41
Deferred income taxes (4} 3 (42)
Cther assets (5) 2 (19)
Accounts payable and accrued liabilities a7 33 53
Accrued payroll and employee benefits 54 97 95
Income taxes payable 28 108 (75}
Other long-term liabilities (7 (3) 13
Total cash flows provided by operations 345 693 573
Cash flows from investing activities:
Expenditures for property, plant and equipment (61) (73) (52)
Acquisitions of businesses, net of cash acquired of $29, $14 and $4 in fiscal 2008, 2007 and 2008,
respectively {144) {377) (212)
Payments for businesses acquired in previous years {1) (1) (14)
Purchases of marketable securities available-for-sale — (4,2568) (7,852}
Proceeds from sales and maturities of marketable securities available-for-sale - 5,917 7,561
Other 3 3 (12)
Total cash flows provided by {used in) investing activities (203) 1,211 (581)
Cash flows from financing activities:
Payments on notes payable and long-term debt (10} (20 (40)
Sales of stock through initial public offering - 1,243 —
Sales of stock and exercise of stock options o8 100 155
Repurchases of stock {309) (724) (818)
Payment of a special dividend 2) (2.439) —
Excess tax benefits from stock-based compensation 64 9 —
Other 2 2) (4}
Total cash flows used in financing activities (157} {1.833) (707}
Increase (decrease) in cash and cash equivalents from continuing operations (15) 71 (715)
Cash flows of discontinued operations:
Cash provided by (used in) operating activities of discontinued operations (3 22 (296)
Cash provided by investing activities of discontinued operations 1 15 1,063
Cash used in financing activities of discontinued operations — (30) (6)
Increase (decrease) in cash and cash equivalents from discontinued operations (2) 7 761
Total increase (decrease) in cash and cash equivalents {17) 78 46
Cash and cash equivalents at beginning of year—continuing operations 1,109 1,001 959
Cagh and cash equivalents at beginning of year —discontinued operations 4 34 30
Cash and cash equivalents at beginning of year 1,113 1,035 989
Cash and cash equivatents at end of year—continuing operations 1,096 1,109 1,01
Cash and cash equivalents at end of year —discontinued operations - 4 34
Cash and cash equivalents at end of year $1,006 $1.113 $1,035

See accompanying notes to consolidated financial statements.
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SAIC, INC,
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1—Summary of Significant Accounting Policies:
Reporting Entity

Science Applications International Corporation was formed in 1969. In October 2006, in connection with becoming a
publicly-traded company, Science Applications Internationat Corporation completed a merger (reorganization merger) in
which it became a 100%-owned subsidiary of SAIC, Inc. Pursuant ta the regrganization merger, the shares of common
stock of Science Applications international Corporation were exchanged for shares of Class A preferred stock of SAIC, Inc.,
after which SAIC, Inc. completed an initial public offering of 86.25 million shares of its common stock.

In Octaber 2006, SAIC, Inc. completed the initial public offering of its common stock for net proceeds of $1.24 billion, after
deducting underwriting commissions and discounts and other offering-related costs. The common stock began trading on
the New York Stock Exchange under the ticker symbol “SAI” on October 13, 20086.

Nature of Operations and Basis of Presentation

SAIC, Inc. is a provider of scientific, engineering, systarns integration and technical services and solutions to all branches of
the U.S. military, agencies of the U.S. Department of Defense, the inteligence community, the U.S. Department of Homeland
Security and other U.S. Governmental civil agencies, state and local government agencies, foreign governments and
customers in selected commercial markets.

The consolidated financial statements include the accounts of SAIC, Inc. and all majority-owned and 100%-owned
subsidiaries, including Science Applications International Corporation {collectively referred to as the Company). All
intercompany transactions and accounts have been eliminated in consalidation. Outside investors’ interests in the majority-
owned subsidiaries are reflected as minonity interest. Unless otherwise noted, references to years are for fiscal years ended
January 31. For example, the fiscal year ended January 31, 2008 is referred to as “fiscal 2008” in these notes to
consgolidated financial statements.

Reorganization Merger

Pursuant to the October 2006 recrganization merger, each share of Class A common stock and Class B common stock of
Science Applications International Corporation was exchanged for two shares and 40 shares, regpectively, of Class A
preferred stock of SAIC, inc. The number and exarcise price of stock options outstanding were adjusted for this exchange.

The shares of Class A preferred stock of SAIC, Inc. were allocated 20% to series A-1 preferred stock, 20% to series A-2
preferred stock, 30% to series A-3 preferred stock, and 30% to series A-4 preferred stock. The different series were
identical, except for applicable restriction periods. Shares of Class A preferred stock were not transferable or convertible into
common stock until the applicable restriction periods expired. On October 9, 2007, each share of series A-1, A-2, A-3 and
A-4 preferred stock was reclassified as one share of Class A preferred stock without any series designation. All applicable
restriction periods lapsed prier to the reclassification as Class A preferred stock. When shares of Class A preferred stock are
sold or transferred to other than a permitted transferee, as defined in the cedificate of incorporation of SAIC, Inc., the shares
convert into common stock on a one-for-one basis.

Special Dividend

Prior 1o the Octoer 2006 reorganization merger and the initial public offering, the board of directors of Science Applications
International Corporation declared a special dividend of $15 per share of Class A common stock and $300 per share of
Class B common stock to holders of record as of October 12, 2006. The stock options cutstanding as of the dividend
record date were adjusted to maintain the pre-dividend fair value. This adjustment resulted in an increase in the number of
options outstanding and a reduction in the exercise price of each option outstanding (Note 10). Stock-based compensation
was not affected by this adjustment as it was required by the terrms of the 1998 Stock Incentive Plan. The special dividend of
$2.45 bilion was paid in November 2006.

Operating Cycle

The Company’s operating cycle for long-term contracts may be greater than one year and is measured by the average time
intervening betwesn the inception and the completion of those contracts. Contract related asseis and liabilities are classified
as current assets and current liabilities.
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SAIC, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Discontinued Operations

On July 13, 2007, the Company completed a reorganization transaction involving AMSEC LLC. Before this transaction was
completed, AMSEC LLC was jointly owned 55% by the Company and 45% by another party, and AMSEC LLC’s results
were reported as a consolidated majority-owned subsidiary of the Company within the Government segment. The
reorganization transaction resulted in the disposition of the Company’s 55% interest in AMSEC LLC, in exchange for the
acquisition by the Company of certain divisions and subsidiaries of AMSEC LLC. The Company no longer owns any interest
in AMSEC LLC nor are there any minority investors in any consolidated subsidiary. On October 27, 2006, the Company
completed the sale of its majority-owned subsidiary, ANXeBusiness Corp. {ANX). On March 15, 2005, the Company
completed the sale of its subsidiary, Telcordia Technologies, inc. (Telcordia). The operating results of AMSEC LLC {other
than the divisions and subsidiaries that the Company acquired in the reorganization transaction), ANX and Telcordia have
been classified as discontinued operations (Note 17) for alt periods presented.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America (GAAP) requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingencies at the date of the financial statements as well as the reported amounts of
revenues and expenses during the reporting periods. Management evaluates these estimates and assumptions on an
on-going basis including those relating to allowances for doubtful accounts, inventories, fair value and impairment of
intangible assets and goodwill, income taxes, estimated profitability of long-term contracts, pension benefits, stock-based
compensation expense, contingencies and litigation. Estimates have been prepared by management on the basis of the
most current and best available information and actual results could differ from those estimates.

Revenue Recognition

The Company’s revenues are generated prirarily from contracts with the U.S. Government, commercial customers, and
various international, state and local governments or from subcontracts with other contractors engaged in work with such
customers. The Company performs under a variety of contracts, some of which provide for reimbursement of cost plus fees,
or target cost and fee with risk sharing, and others which are fixed-price or time-and-materials type contracts. Revenues and
fees on these contracts are primarily recognized using the percentage-of-completion method of accounting, most often
based on contract costs incurred to date compared with total estimated costs at completion (cost-to-cost method). The
Company also uses the efforts-expended method of percentage-of-completion using measures such as labor dollars for
measuring progress towards completion in situations in which this approach is more representative of the progress on the
contract than the cost-to-cost method. For example, the efforts-expended method is utilized when there are significant
amounts of materials or hardware incurred on a contract for which procurement of materials does not represent significant
progress on the contract. Additionally, the Company utilizes the units-of-delivery method under percentage-of-completion on
contracts where separate units of output are produced. Under the units-of-delivery method, revenue is recognized when the
units are delivered to the customer, provided that all other requirements for revenue recognition have been met. On
contracts that provide for incentive or award fees, the Company includes an estimate of the ultimate incentive or award fee
to be received on the contract in the estimate of contract revenues for purposes of applying the percentage-of-completion
methed of accounting.

Revenues from services and maintenance contracts are recognized over the term of the respective contracts as the services
are performed and revenue is earned. Revenues from unit-priced contracts are recognized as transactions are processed
based on objective measures of output. Revenues from the sale of manufactured products are recorded upon passage of
title and risk of loss to the customer, which is generally upon delivery, provided that all other requirements for revenue
recognition have been met. The Company evaluates its contracts for multiple deliverables and, when appropriate, segments
the contracts into separate units of accounting for proper revenue recognition.

The Company provides for anticipated losses on contracts by recording an expense during the period in which the losses
are first identified. Amounts billed and collected but not yet recognized as revenue under certain types of contracts are
deferred. Contract costs incurred for U.S. Government contracts, including indirect costs, are subject to audit and
adjustment through negotiations between the Company and govemment representatives. The Company has agreed upon
and settled indirect contract costs through fiscal 2004. Revenues on U.S. Government contracts have been recorded in
amounts that are expected to be realized upon final settlerment.

The Company’s accounts receivable include unbilled receivables, which consist of costs and fees billable on contract
completion or other specified events, the majority of which is expected to be billed and collected within one year. Unbilled
receivables are stated at estimated realizable value. Contract retentions are billed when the Company has negotiated final
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indirect rates with the U.S. Government and, once billed, are subject to audit and approval by government representatives.
Consequently, the timing of collection of retention balances is outside the Company'’s control. Based on the Company's
historical experience, the majority of the retention batances are expected to be collected beyond one year.

Contract claims are unanticipated additional costs incurred but not provided for in the executed contract price that the
Company seeks to recover from the customer. Such costs are expensed as incurred. Additional revenue related to contract
claims is recognized when the amounts are awarded by the customer.

Pre-contract Costs

Costs incurred on projects accounted for under the percentage-of-completion accounting method may be recognized as
pre-contract costs and deferred as assets (inventory, prepaid expenses and other current assets) when the Company has
been requested by the customer to begin work under a new arrangement prior to contract execution. The Company records
pre-cantract costs when formal contracts have not yet been executed, and it is probable that the Company will recover the
costs through the issuance of a contract. When the formal contract has been executed, the costs are recorded to the
contract and revenue is recognized based on the percentage-of-completion method of accounting.

Cash and Cash Equivalents

Cash equivalents are highly liquid investments purchased with original maturities of three months or less. Cash equivalents
are invested in institutional money market funds, money market accounts and time deposits.

Investments

Investments in affiliates and corporate joint ventures where the Company has an ownership interest representing between
20% and 50%, or over which the Company has the ability to exercise significant influence, are accounted for under the
equity method whereby the Company recognizes its proportionate share of the affiiates’ net income or toss and does not
consolidate the affiliates’ individual assets and liabilities. The Company recognized revenues of $21 million, $16 million and
$15 million on sales to these equity method investees during the years ended January 31, 2008, 2007 and 2008,
raspectively.

Equity investments in affiliates over which the Company does not have the ability to exercise significant influence and whose
securities do not have a readily determinable fair value are carried at cost or adjusted cost net of other-than-temporary
impairments.

Management evaluates its investments in private equity securities for other-than-temporary impairment at each balance
sheet date. If management determines that an cther-than-temporary decline in the fair value of an investment has occurred,
an impairment loss is recognized to reduce the security to its estimated fair value (Note 11).

inventories

Inventories are valued at the lower of cost or estimated net realizable value. Raw material inventory is valued using the
average cost or first-in, first-out methods and consists of material used in the production of border, port and mobile security
products. Work-in-process inventory, which consists of border, port and mobile security products, includes raw material
costs plus labor costs, including fringe benefits, and allocable overhead costs. Finished goods inventory consists primarily of
purchased finished goods for resale to customers in addition to manufactured border, port and mobile security products.
The Company evaluates inventory against historical and planned usage to determine appropriate provisions for obsolete
inventory.

Property, Plant and Equipment

Depreciation of buildings is recognized using the straight-line method over estimated useful lives of ten to forty years while
the related improvements are amortized using the straight-fine method over the shorter of the lease term or estimated useful
lite of ten years. Depreciation of equipment is recognized using the straight-line method or the declining-balance method
over the estimated useful lives of three to nine years,

Purchases of property and equipment as well as costs associated with major renewals and betterments are capitalized.
Maintenance, repairs and minor renewals and betterments are expensed as incurred. When assets are sold or otherwise
disposed of, the cost and related accumutated depreciation or amortization are removed from the accounts and any
resulting gain or loss is recognized.

The Company evaluates its long-lived assets for potential impairment whenever there is evidence that events or changes in
circumstances have made the recovery of an asset's carrying value unlikely and the carrying amount of the asset exceeds its
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estimated future undiscounted cash flows. When the carrying amount of the asset exceeds its estimated future undiscounted
cash flows, an impairment loss is recognized to reduce the asset’s carrying amount to its estimated fair value based on the
present value of its estimated future cash flows.

Goodwill and Intangible Assets

Goodwill (Note 5) is assessed for impairment annually and whenever events or circumstances indicate a condition of
impairment may exist. The goodwill impairment test is a two-step process performed at the reporting unit level. The first step
consists of estimating the fair values of each of the reporting units based on a combination of two valuation methods, a
market approach and an income approach. Fair value computed using these two methods is determined using a number of
factors, including projected future operating results and business plans, economic projections, anticipated future cash flows,
comparable market data with a consistent industry grouping, and the cost of capital. The estimated fair values are compared
with the carrying values of the reporting units, which include the allocated goodwill. If the fair value is less than the carrying
value, a second step is performed to compute the amount of the impairment by determining an implied fair vatue of goodwill.
The implied fair value of goodwill is the residual fair value derived by deducting the fair value of a reporting unit's identifiable
assets and liabilities from its estimated fair value calculated in the first step. The impairment expense represents the excess
of the carrying amount of the reporting units' goodwill over the implied fair value of the reporting units’ goodwill.

During the fourth quarter ended January 31, 2008, the Company changed the date of its annual goodwill impairment
assessment from the beginning of the final month of the fourth quarter to the beginning of the fourth quarter. This change
was performed to better support the completion of the assessment prior to the Company's new 60-day filing requirement for
its Annual Report on Form 10-K as an accelerated filer for the year ended January 31, 2008, and in order to better align the
timing of this assessment with the Company’s normal process for updating its strategic plan and forecasts. The Company
believes that the resulting change in accounting principle related to the annual testing date will not delay, accelerate or avoid
an impairment charge. The goodwill impairment tests performed in fiscal years 2008, 2007, and 2006 did not result in any
impairment of goodwill. The Company determined that the change in accounting principle related to the annual testing date
is preferable under the circumstances and does not result in adjustments to the financial statements when applied
retrospectively.

Intangible assets with finite lives are amortized using the method that best reflects how their economic benefits are utilized
or, if a pattern of economic benefits cannot be reliably determined, on a straight-line basis over their estimated useful lives of
one to fiteen years. Intangible assets with finite lives are evaluated for impairment whenever events or changes in
circumstances indicate that a condition of impairment may exist. Intangible assets with indefinite lives are not amortized but
are assessed for impairment at the beginning of the fourth quarter and whenever events or changes in circumstances
indicate that the carrying value may not be recoverable.

Income Taxes

Provision for income taxes is recordad utilizing the liability method in accordance with Statement of Financial Accounting
Standard (SFAS) No. 109, “Accounting for Income Taxes” and related interpretations. The liability method requires the
recognition of deferred tax assets and liabilities for the expected future tax consequences of temporary differences between
the carrying amounts and tax bases of assets and liabilities on an annual basis {Note 12). Under the liability method, changes
in tax rates and laws are reflected in income in the period such changes are enacted.

The provision for federal, state, foreign and local income taxes is calculated on income before income taxes based on
current tax law and include the cumulative effect of any changes in tax rates from those used previously in determining
deferred tax assets and liabilities. Such provision differs from the amounts currently payable because certain items of income
and expense are recognized in different reporting pericds for financial reporting purposes than for income tax purposes.

The Company adopted Financial Accounting Standards Board (FASB) Interpretation No. (FIN) 48, "Accounting for
Uncertainty in Income Taxes—an interpretation of FASB Statement No. 109" on February 1, 2007 (Note 12). The Company
recognizes liabilities for uncertain tax positions on open tax years when it is more likely than not that a tax position will not be
sustained upon examination and settlement with various taxing authorities. Liabilities for uncertain tax positions are measured
at the Company’s best estimate of the taxes ultimately expected to be paid. A significant portion of the Company’s income
taxes payable balance is comprised of liabilities for uncertain tax positions.

Stock-Based Compensation

On February 1, 2006, the Company adopted SFAS No. 123(R), “Share-Based Payment” (Note 10). This statement requires
that the Company recognize as compensation expense the fair value of all stock-based awards, including stock options,
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granted to employees and directors in exchange for services over the requisite service period, which is typically the vesting
period. SFAS No. 123(R) requires that the Company recognize as compensation expense the fair value of any discount
greater than 5% on employee stock purchases made under its employee stack purchase plan (ESPP).

Defined Benefit Plans

The Company spensors a defined benefit plan for eligible employees of its United Kingdom subsidiary that perform services
on a specific customer contract. The Company adopted SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension
and Other Postretirement Plans (an amendment of FASB Statements No. 87, 88, 106 and 132(R)) on January 31, 2007
{Note 9).

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of cash
equivalents, accounts receivable, short-term investments, foreign currency forward exchange contracts, and interest rate
derivative contracts. At January 31, 2008, the Company's cash and cash equivalents, which include money market funds
and money market accounts, bear variable interest rates.

Although credit risk is limited, the Company's receivables are concentrated with its principal customers, which are the
various agencies of the U.S. Government and customers engaged in work for the U.S. Government.

Fair Value of Financial Instruments

The fair value of financial instruments is determined based on guoted market prices, if available, or management’s best
estimate. It Is management's beligf that the carrying amounts of the Company’s financial instruments, which include cash
equivalents and long-term investments in private equity securities, are reasonable estimates of their related fair values. Cash
equivalents are recorded at fair value. The fair value of long-term investments in private equity securities is estimated using
various valuation techniques and factors, such as discounted cash flow models, market prices of comparable companies
and recent capita! transactions of portfclio companigs. The fair value of long-term debt {Note 7) is estimated based on
quoted market prices for similar instruments and current rates offered to the Company for similar debt with the same
remaining maturities.

Foreign Currency

Financial statements of congolidated international subsidiaries, for which the functional currency is the local currency, are
translated into U.S. dollars using the exchange rate at each balance sheet date for assets and liabilities and a weighted
average exchange rate for revenues, expenses, gains and losses. Translation adjustments are recorded as accumulated
other comprehensive income {loss) in stockholders’ equity. Transaction gains and losses are recognized when realized.

Recently Issued Accounting Pronouncements

In September 2006, the FASB issued SFAS No. 157 “Fair Value Measurements.” SFAS No. 157 establishes a single
authoritative definition of fair value, sets out a framework for measuring fair value and expands disclosures about fair value
measurements. This statement is effective for the Company in the first quanter of fiscal 2009 and will be applied
prospectively. Subseguent to the issuance of SFAS No. 157, the FASB issued FASB Staff Position No. FAS 157-1 and No.
FAS 157-2, which exclude the lease classification measurements under SFAS No. 13 “Accounting for Leases” from the
scope of SFAS No. 157 and delay the effective date on SFAS No. 157 for all non-recurring fair value measurements of
nonfinancial assets and nonfinancial liabilities until fiscal years beginning after November 15, 2008. The Company does not
believe that the adoption of the provisions of SFAS No. 157 will materially impact its consolidated financial position and
results of operations.

In February 2007, the FASB issued SFAS No. 159 “The Fair Value Option for Financial Assets and Financial Liabilities
{Including an Amendment of FASB Statement No. 115).” SFAS No. 159 permits companies to measure many financial
instruments and certain other items at fair value to improve financiat reporting by providing companies with the opportunity to
mitigate volatility in reported eamings caused by measuring related assets and liabilities differently without having to apply
complex hedge accounting. Most of the provisions in SFAS No. 159 are elective. This statement is effective for the Company
in the first quarter of fiscal 2009 and may be applied prospectively. The Company does not intend to adopt the elective
provisions of this statement.

In December 2007, the FASB issuad SFAS No. 141(R) “Business Combinations.” SFAS No. 141{R) changes the

requirements for an acquirer's recognition and measurement of the assets acquired and liabilities assumed in a business
combination. This statement is effective for the Company with respect to all business combinations for which the acquisition
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date is after January 31, 2009. Adoption is not expected to materially impact the Company's consolidated financial position
or results of operations directly when it becomes effective, as the only impact that the statement will have on recorded
amounts at that time is that related to disposition of uncertain tax positions related to prior acquisitions. Following the date of
adoption of the statement, the resolution of such items at values that differ from recorded amounts will be adjusted through
earnings, rather than through goodwill. Adoption of this statement is, however, expected to have significant effect on how
acquisition transactions subsequent to January 31, 2009 are reflected in the financial statements.

In December 2007, the FASB issued SFAS No, 160 “Noncontrolling Interests in Consolidated Financial Statements {an
amendment of ARB No. 51).” SFAS No. 160 requires that noncontrolling {minority) interests be reported as a component of
equity, that net income attributable to the parent and to the non-controlling interest be separately identified in the income
statement, that changes in a parent’s ownership interest while the parent retains its controliing interest be accounted for as
equity transactions, and that any retained noncontrolling eguity investment upon the deconsolidation of a subsidiary be
initially measured at fair value. This statement is effective for the Company as of February 1, 2009, and shall be applied
prospectively except for the presentation and disclosure requirements which shall be applied retrospectively for all pericds
presented. As of January 31, 2008, the Company does not have any consolidated subsidiaries in which there is a
noncontrolling interest. The retrospective presentation and disclosure requirements of this statement will be applied to any
prior periods presented in financial statements for the fiscal year ending January 31, 2010, and later periods during which the
Company had a consolidated subsidiary with a noncontrolling interest.

In March 2008, the FASB issued SFAS No. 161 "Disclosures about Derivative Instruments and Hedging Activities (an
amendment of FASB Statement No. 133).” SFAS No. 161 requires enhanced disclosures about derivative instruments and
hedging activities and their effects on an entity’s financial position, financial performance, and c¢ash flows. The requirements
of this statement are effective for the Company in the first quarter of fiscal 2010. Since this staternent only pertains to
disclosures in the notes to consclidated financial statements, it will not impact the Company's consolidated financial position
and results of operations.

Note 2—Eamnings Per Share (EPS):

The following EPS information reflects the exchange of shares in the recrganization merger as described in Note 1. Shares of
common stock contain the same economic rights as shares of Class A preferred stock, however, holders of Class A
preferred stock are entitled to 10 votes per share while holders of common stock are entitled to one vote per share. The
computation of EPS by applying the two-class method to the Class A preferred stock does not yield a different result than
that provided under the if-converted method. Therefore, the two-class method is not shown below.

Basic EPS is computed by dividing income by the weighted average number of shares outstanding. Stock awards are
included in the computation of basic EPS only after the shares become vested. Included in the number of shares of Class A
preferred stock issued and outstanding as of January 31, 2008 and 2007 were 10 million shares and 8 million shares,
respectively, that were unvested and therefore excluded from the computation of basic EPS, Diluted EPS is computed
similar to basic EPS, except the weighted average number of shares outstanding is increased to include the dilutive effect of
stock options, unvested stock and other stock-based awards granted under stock-based compensation plans that were
outstanding during the periods.

A reconciliation of the weighted average number of shares outstanding used to compute basic and diluted EPS is as follows:

Year Ended January 31
2008 2007 2006
{in milions})

Basic weighted average number of shares outstanding 404 352 348
Add: Dilutive common share equivatents

Stock options 1 9 8

Unvested stock awards and other stock-based awards 2 3 3

Diluted weighted average number of shares outstanding 417 364 359

Antidilutive shares excluded (stock options) 6 1 —

There were no adjustments to income from continuing operations and income from discontinued operations in calculating
basic and diluted EPS for the years ended January 31, 2008, 2007 and 2006.
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Note 3—Composition of Certain Financial Statement Captions:

January 31
2008 2007
(in millions)
Receivables, net: .
Billed less allowance for doubtful accounts of $9 million and $5 million as of January 31, 2008 and 2007,
respectively $1,419 $1,204
Unbilled 452 379
Contract retentions 15 15
$1,886 $1,598
Inventory, prepaid expenses and other current assets:
Inventories $ 99 § 50
Prepaid expenses 52 4
Restricted cash 20 22
Pre-contract costs (Note 1) 7 7
Deferred income taxes 43 21
Other 34 49
$ 255 § 190
Property, plant and equipment, net:
Computers and other equipment $ 226 $ 199
Buildings and improvements 232 232
Leasehold improvements 133 108
Office furniture and fixtures 50 41
Land a7 47
Construction in progress 2 16
690 643
Less accumulated depreciation and amortization 297 261
$ 393 3 382
Other assets:
Equity method investments $ 26 $ 20
Cost method investments 22 36
Other 53 53
$ 101 3 109
Accounts payable and accrued liabilities:
Accounts payable $ 491 $ 482
Accrued liabilities 465 423
Collections in excess of revenues on uncompleted contracts and deferred revenue 155 147
$1,111  $1,032
Accrued payroll and employee benefits:
Salaries, bonuses and amounts withheld from employees’ compensation $ 337 % 300
Accrued vacation 208 189
Accrued contributions to employee benefit plans 17 18
$ 562 3 507
Other long-term liabilities:
Accrued pension liabilities $ 29 & 24
Deferred compensation 41 43
Liability for uncertain tax positions 28 -
Other 60 35
$ 150 3 102

Note 4—Acquisitions:

The Company completed acquisitions of certain businesses in fiscat 2008, 2007 and 2006, which individually and in the

aggregate were not considered material business combinations in the year acquired.
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In fiscal 2008, the Company completed two acquisitions, one in the Government segment (Note 16) and one in the
Commercial segment for an aggregate purchase price of $173 milion in cash and $1 million of accrued acquisition
payments. One acquired business is a consulting, engineering, and architectural design company with specific competencies
in industrial manufacturing and facilities construction. The other acquired business is an India-based provider of onsite and
offshore 1T solutions and technology consulting in the science and engineering sector. The preliminary purchase price
allocations related to these acquisitions resulted in identifiable intangible assets of $26 milion ($24 milion assigned to the
Government segment and $2 million assigned to the Commercial segment) and goodwill of $118 million ($104 million
assigned to the Government segment and $14 miillion to the Commercial segment), $104 milion of which was tax
deductible. The intangible assets consisted of customer relaticnships that are amortizable over a weighted average life of
seven years. The Company has not yet obtained all of the information required to complete the purchase price allocations
related to these acquisitions. The final purchase price allocations will be completed once the information identified by the
Company has been received.

In fiscal 2008, the Company also completed a reorganization transaction resulting in the disposition of its 55% interest in its
consolidated majority-owned subsidiary, AMSEC LLC, in exchange for the Company’s acquisition of certain divisions and
subsidiaries of AMSEC LLC. The Company recorded intangible assets of $7 million and non-tax deductible goodwill of $20
million in the Government segment related to the former AMSEC LLC divisions and subsidiaries acquired in the
reorganization. The intangible assets consisted of customer relationships that are amortizable over a weighted average life of
nine years.

In fiscal 2007, the Company completed eight acquisitions in its Government segment for an aggregate purchase price of
$395 million, which consisted of $392 miillion in cash and $3 million of accrued acquisition payments. The final purchase
price allocations resulted in identifiable intangible assets of $60 million {amortizable over a weighted average life of five years)
and goodwill of $305 million, of which $221 million was tax deductible. The intangible assets consisted of customer
relationships of $37 million that are amortizable over a weighted average life of six years, software and technology of $19
million that are amortizable over a weighted average life of four years and non-amortizable tradenames of $4 million.

In fiscal 2006, the Company completed four acquisitions for an aggregate purchase price of $234 million, which consisted of
$217 million in cash and 781,000 shares of the Company's stock that had a fair value of $17 million on the date of issuance.
The final purchase price allocations resulted in identifiable intangible assets of $36 million {amortizable over a weighted
average life of seven years) and goodwill of $195 milion, $32 million of which was tax deductible. The intangible assets
consisted of customer relationships of $17 million that are amortizable over a weighted average life of four years, software
and technology of $14 million that are amortizable over a weighted average life of 12 years and other intangible assets of $5
million that are amortizable over a weighted average life of 2 years.

In March 2008, the Company entered inte definitive purchase agreements to acquire two companies for an aggregate
purchase price of approximately $200 million, These acquisiticns are subject to customary closing conditions including
termination or expiration of the waiting periods under the Hart-Scott-Rodino Antitrust Improvements Act of 1976.

Note 5—Goodwill and Intangible Assets:

The changes in the carrying amount of goodwill by segment were as follows:

Government  Commercial Total
{in millions}

Goodwill at January 31, 2006 $ 600 $24 $ 624
Acquisitions 291 - 291
Foreign currency translation - 2 2
Adjustments 6 {3 3

Goodwill at January 31, 2007 897 23 920
Acquisitions 124 14 138
Foreign currency translation - 1 1
Adiustments 18 — 18

Goodwill at January 31, 2008 $1,039 $38 $1,077

Goodwill adjustments in fiscal 2008 and 2007 resulted from the finalization of purchase price allocations related to prior year
acquisitions. The incremental goodwill of $20 million related to the reorganization transaction of AMSEC LLC in fiscal 2008 is
included in the acquisitions amount for the Government segment.
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Intangible assets consisted of the following:

January 31
2008 2007
Gross Net Gross Net
carrying Accumulated carrying camying Accumulated camying
value  amortization value value  amortization value
{in milions)
Amortizable intangible assets:
Customer relationships $103 $38 $65 $75 $30 $ 45
Software and technology 54 22 32 63 - 12 51
Other 5 4 1 18 11 7
Total amortizable intangible assets 162 64 98 156 53 103
Non-amortizable intangible assets:
Tradenames 4 . = 4 5 — &)
Total intangible assets $166 $64 $102 %162 $53 $109

Amortizable intangible assets with a gross carrying value of $6 million, $17 million and $7 million became fully amortized
during the years ended January 31, 2008, 2007 and 2008, respectively, and, therefore are no longer reflected in the gross
carrying value after being fully amortized. Intangible assets arising from acquisitions made prior to February 1, 2007
decreased by $13 million in fiscal 2008 due to the finalization of the valuation of certain intangible assets and other purchase
price allocations, Amortization expense related to amortizable intangible assets was $28 million, $26 million and $23 million
in fiscal 2008, 2007 and 2006, respectively.

The estimated annual amortization expense related to amortizable intangible assets as of January 31, 2008 is as follows (in
millions):

Fiscal Year Ending January 31,

2009 $28
2010 21
2011 15
2012 10
2013 8
2014 and thereafter 16

$98

Actual amortization expense in future periods could differ from these estimates as a result of acquisitions, divestitures,
impairments, adjustments to preliminary allocations of purchase price and other factors. In fiscal 2008 and 2007, the
Company did not recognize any impairment losses on intangible assets. In fiscal 20086, the Company recognized immaterial
impairment losses on intangible assets.

Note 6 —Revolving Credit Facility:

SAIC, Inc.'s 100%-owned subsidiary, Science Applications international Corporation, has a revolving credit facility providing
for $750 miflion in unsecured borrowing capacity at interest rates determined, at the Company’s option, based on either
LIBOR plus a margin or a defined base rate through fiscal 2013. As of January 31, 2008 and 2007, there were no
borrowings outstanding under the revolving credit faciity.

As of January 31, 2008, $745 million of the revolving credit facility was available, due to $5 million of outstanding standby
letters of credit issued in connection with the Company's contract with the Greek government. The terms of the standby
letters of credit require them to remain outstanding until the customer formally accepts the system pursuant to the contract
{Note 18).

The revelving credit facility containg certain customary representations and warranties, as well as certain affirmative and
negative covenants. The financial covenants contained in the revolving credit facility require that, for a period of four trailing
fiscal quarters, the Company maintains a ratio of consolidated funded debt to eamings before interest, taxes, depreciation
and amortization (EBITDA) adjusted for other items as defined in the credit facility of not more than 3.0 to 1.0 and a ratio of
EBITDA adjusted for other items as defined in the credit facility to interest expense of greater than 3.5 to 1.0. The Company
was in compliance with these financial covenants as of January 31, 2008. Other covenants restrict certain of the Company's
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activities, including among other things, its ability to create liens, dispose of certain assets and merge or consolidate with
other entities and to declare and pay a dividend on the Company’s stock. The revolving credit facility also contains certain
customary events of default, including, among others, defaults based on certain bankruptcy and insolvency events,
nonpayment, cross-defaults to other debt, breach of specified covenants, ERISA events, material monetary judgments,
change of control events and the material inaccuracy of the Company’s representations and warranties.

SAIC, Inc. has fully and unconditionally guaranteed the obligations of Science Applications Intermnational Corporation under
the revolving credit facility (Note 19).

Note 7—Notes Payable and Long-Term Debt:

Notes payable and long-term debt consisted of the following:

January 31
2008 2007

{in millions)
6.25% notes due fiscal 2013 $ 549 $ 549
5.5% notes due fiscal 2034 296 206
7.125% notes due fiscal 2033 248 248
6.75% notes due fiscal 2009 100 96
Other notes payable 35 39
1,228 1,228
Less current portion 130 29

$1,098  $1,199

In fiscal 2003, the Company issued $550 million of 6.25% senior unsecured notes (6.25% notes). The 6.25% notes are due
on July 1, 2012 with interest payable semi-annually beginning January 1, 2003, The note discounts, issuance costs and the
loss on the settlement of related treasury lock contracts are amortized to interest expense, which results in an effective
interest rate of 6.5%. The fair value of the 6.25% notes exceeded the carrying value by $40 million and $16 million at
January 31, 2008 and 2007, respectively.

In fiscal 2004, the Company completed an offering of $300 million of senior unsecured notes (5.5% notes). The 5.5% notes
are due on July 1, 2033 with interest payable on a semi-annual basis beginning January 1, 2004. The note discounts,
issuance costs and the less on the settlement of related treasury lock contracts are amortized to interest expense using the
effective interest method, which results in an effective interest rate of 5.8%. The fair value of the 5.5% notes was less than
the carrying value by $41 million and $31 million at January 31, 2008 and 2007, respectively.

In fiscal 2003, the Company issued $250 million of 7.125% senior unsecured notes (7.125% notes). The 7.125% notes are
due on July 1, 2032 with interest payable semi-annually beginning January 1, 2003. The note discounts, issuance costs and
the loss on the settlement of related treasury lock contracts are amortized to interest expense, which results in an effective
interest rate of 7.43%. The {air value of the 7.125% notes exceeded the camying value by $15 million and $21 million at
January 31, 2008 and 2007, respectively.

In fiscal 1998, the Company issued $100 million of 6.75% senior unsecured notes with a nominal discount (6.75% notes)
with interest paid semi-annually beginning August 1, 1998. The Company paid $100 mitfion to settle the 6.75% notes at
maturity on February 1, 2008. The 6.75% notes had an effective interest rate of 8.3%, due principally to the amortization of
the loss on the settlement of a related treasury lock contract, the discount on issuance of the notes and underwriting fees
associated with the offering. In fiscal 2005, the Company entered into interest rate swaps related to this debt as described in
Note 8.

The Company is subject to certain restrictions on the notes described above, such as limitations on liens and sale and
leaseback transactions. As of January 31, 2008, the Company was in compliance with these restrictions.
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The Company has various other notes payable with interest rates from 5.0% to 11.0% that are due on various dates through
fiscal 2017. Maturities of notes payable and long-term debt are as follows {in millions):

Year Ending January 31
2009 $ 130
2010 1
2011 1
2012 1
2013 550
2014 and thereafter 552
Total principal payments 1,235
Less unamortized discount 7

$1,228

Note 8 —Derivative Instruments:

The Company is exposed to certain market risks which are inherent in certain transactions entered into during the normal
course of business. They include sales contracts denominated in foreign currencies, investments in equity securities and
exposure to changing interest rates. The Company uses a risk management policy to assess and manage cash flow and fair
value exposures. The policy permits the use of derivative instruments with certain restrictions. The Company does not hold
derivative instruments for trading or speculative purposes.

Interest Rate Risk

The Company entered into interest rate swap agreements in fiscal 2002 (2002 swap agreements), which converted a
variable payment stream to a fixed payment stream. In fiscal 2004, the 2002 swap agreements were no longer dssignated in
a cash flow hedging relationship. Consequently, all subsequent changes in fair value of the 2002 swap agreements through
the expiration of the agreements are recorded in income. Additionally, the cumulative loss before income taxes at the date of
the change in designation of $14 million is amortized as additional interest expense through expiration of the agreements.
The agreements expire in fiscal 2009.

in fiscal 2004, the Company entered into additional interest rate swaps (2004 swap agreements) to offset the effects of the
2002 swap agreements. The net change in the fair values of the 2002 and 2004 swap agreements since the fiscal 2004
change in designation has not been material and has been recorded as additional interest expense. At January 31, 2008, the
combined fair value of the 2002 and 2004 swap agreements was $2 million, all of which is reflected in accrued liabilities. At
January 31, 2007, the combined fair value of the 2002 and 2004 swap agreements was $5 million, of which $3 million and
$2 million are reflected in accrued liabilities and other long-term liabilities, respectively.

The Company entered into interest rate swap agreements in fiscal 2005 (2005 swap agreements) to convert the fixed
interest payments on its $100 million 6.75% notes (Note 7) to a variable rate, computed based on a rolling six-rmonth LIBOR
plus a margin. These swap agreements were designated as fair value hedges of changes in the notes’ fair value and were
fully effective in offsetting the change in fair value of the underlying notes. On February 1, 2008, the Company paid $1 million
on the expiration date of the 2005 swap agreements as final settlement. The fair value of the 2005 swap agreements at
January 31, 2007 was a liability of $2 million, which was reflected in accrued liabilities.

Foreign Currency Risk

Although the majority of the Company’s transactions are in U.S. dollars, some transactions are denominated in foreign
currencies. The Company’s objective in managing its exposure to foreign currency rate fluctuations is to mitigate adverse
fluctuations in earnings and cash flows associated with foreign currency exchange rate fluctuations. The Company manages
cash flow exposure of certain receivables, payables and anticipated transactions through the use of natural hedges and
foreign currency forward exchange contracts. Foreign currency forward exchange contracts are contracts requiring the
Company to exchange a stated quantity of a currency for a fixed amount of a second currency. At January 31, 2008, the
Company did not apply hedge accounting treatment to any of its foreign currency forward exchange contracts, Accordingly,
the change in fair value of these contracts was recorded in income.

Note 9—Retirement Plans:

SAIC Retirement Plan

The Company maintains the SAIC Retirement Plan (SRP), which is both a 401(k) plan and an employee stock ownership plan
(ESOP). The SRP allows eligible participants to defer a portion of their income through payroll deductions. Employee
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deferrals are fully vested and may be matched by the Company. Employees are eligible to immediately participate in the SRP
and receive the Company matching contribution upon their employment with the Company. The Company’s matching
contribution is a 50% match for each dollar an employee contributes to the 401(k}, up to 6% of the employee’s eligible
compensation. In addition, the Company may also provide profit sharing contributions in cash and Company stock. These
contributions are based upon amounts determined annually by the board of directors and are allocated to participants’
accounts based on their annual eligible compensation. Employees must meet a one-year eligibility period to qualify for profit
sharing contributions made by the Company. Participants’ interests in the Company's matching and profit sharing
contributions vest 20% per year in the first through fifth year of service. Participants alsc become fully vested upon reaching
age 59172, permanent disability or death. The Company's contributions, including the matching contributions, expensed
related to the SRP and previous plans were $138 million, $127 million and $121 million in fiscal 2008, 2007 and 20086,
respectively.

Deferred Compensation Plans

The Company maintains two deferred compensation plans for the benefit of key executives and directors and allows eligible
participants to elect to defer all or a portion of their annual bonus and sign-on bonus. The Company makes no contributions
to the Keystaff Deferral Plan but maintains participant accounts for deferred amounts and interest earmned. Interest is accrued
based on the Moody’s Seasoned Corporate Bond Rate (4.93% to §.93% during fiscal 2008). Deferred halances are
generally paid upon termination, Under the Key Executive Stock Deferral Plan (KESDP), eligible participants may elect to
defer in share units all or a portion of their annual bonus awards granted under the 2006 Equity Incentive Plan {Note 10) and
prior plans. The Company makes no contributions to the accounts of KESDP participants. Benefits from the KESDP are
payable in shares of the Company’s stock that may be held in a trust for the purpose of funding benefit payments to KESDP
participants. Deferred balances will generally be paid upon retirement or termination.

Defined Benefit Plans

The Company sponsors a defined benefit plan for eligible employees of its United Kingdom subsidiary that perform services
on a specific customer contract.

|
Adoption of New Standard. In September 2006, the FASB issued SFAS No. 158 “Employers’ Accounting for Defined Benefit |
Pension and Other Postretirement Plans {an amendment of FASB Statements No. 87, 88, 106 and 132(R})).” The Company |
adopted SFAS No. 158 on January 31, 2007 and the effects of adopting the provisions of SFAS No. 158 on the Company’s |
balance sheet are presented in the following table:

Before  Effect of

Application  Adopting  As Reported at

of SFAS SFAS January 31,

No. 158 No. 158 2007

{in milions)

Deferred income taxes . $ 73 $ 5 $ 78
Accrued pension liabilities (cther long-term liabilities) 9 15 24
Total liabilities 2,952 15 2,967
Accumulated other comprehensive loss (17 (10} 27)
Total stockholders’ equiity 1,546 (10} 1,536

Funded Status. The following tables set forth the funded status and amounts recognized in the consolidated balance sheets
for this plan. The ptan has a January 31 measurement date.

Year Ended January 31
2008 2007
{in millicns)
Change in benefit obligation:

Benefit obligation at beginning of year $121 $113
Service cost 4 5
Interest cost 7 5]
Plan participants' contributions : 1 1
Actuarial gain (10) (14)
Benefits paid 2 (1
Forgign currency translation 3 11
Benefit obligation at end of year $124 $121
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Year Ended January 31
2008 2007
(in miliions)
Change in plan assets:
Fair value of plan assets at beginning of year $ 97 375
Actual retum on plan assets 3 7
Company contributions 8 6
Plan participants’ contributions 1 1
Benefits paid 2) (1
Forgign currency translation 2 )
Fair value of plan assets at end of vear $103 $97
January 31
2008 2007
in millions)
Funded status at end of year ${21) 3(24)
Amounts recognized in the consolidated balance shests consist of:
Accrued pension liability {other long-term liabilities) $(21) $(24)
Amounts recognized in accumulated other comprehensive loss consist of:
Net actuarial loss (pretax) $ 27 $27

Amounts for the defined benefit pension plan with an accumulated benefit obligation in excess of plan assets were as
follows:

January 31
2008 2007
{in milions)
Projected benefit obligation $124 $121
Accumulated benefit obligation 109 106
Fair value of plan assets 103 97
The components of the Company's net periodic benefit cost for this plan were as follows:
Year Ended January 31
2008 2007 2006
(in millions)
Service cost $4 %5 $3
Interest cost 7 6 5
Expected retumn on plan assets M ©\B 6
Amortization of actuarial loss 1 2 2
$5 %7 %5

The net actuarial loss included in accumulated other comprehensive loss and expected to be recognized in net periodic
benefit cost during fiscal 2009 is $1 million.

Actuarial Assumptions. The weighted-average assumptions used in determining the benefit obligations and the net periodic
benefit cost of pension were as follows:

January 31
2008 2007
Assumptions used to determine benefit obligations at the plan’s measurement date:
Discount rate 6.2% 5.3%
Rate of compensation increase 43 39
Year Ended January 31

2008 2007 2006

Assumptions used to determine net periodic benefit cost:

Discount rate 53% 4.7% 5.3%
Expected return on plan assets 73 73 786
Rate of compensation increase 39 36 38
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The long-term rate of return assumption represents the expected average eamings on funds invested or to be invested by
the plan. This return is based on a variety of factors including long-term historical market returns for the various asset classes
in the plans and review of peer data. A weighting of these asset class returns, based on the anticipated long-term allocation
of the asset classes in the plans, is performed to determine an overall average expected long-term rate of retumn.

Plan Assets. As of the measurement date, pension plan assets were allocated as follows:

January 31
2008 2007
International equity securities 68% 70%
Debt securities 23 22
Reaf estate and other 9 8

100% 100%

The Company's overall investment strategy for all pension plan assets is to utilize a total return investment approach whereby
a mix of equity securities, fixed income, real estate and cash investments are used to maximize the long-term return of plan
assets for a prudent level of risk. Risk tolerance is established through consideration of plan demographics, plan liabilities,
plan funded status and overall corporate financial condition. The investment portfolio contains a diversified blend of
international equity securities, fixed income securities, and real estate investrments. Target asset allocation as prescribed by
the investment strategy is substantially similar to actual allocation at measurement date.

Cash Flows. During fiscal 2009, the Company expects to contribute approximately $7 million to the defined benefit pension
plan. Estimated annual benefit payments, which reflect expected future service, as appropriate, are expected to be $2 million
for each of the years in fiscal 2009 to 2013. Total estimated benefit payments for fiscal 2014 through 2018 are expected to
be $23 milion. A dispute exists with the customer over the timeframe in which the underfunded projected benefit obligation
is required to be funded under the terms of the customer centract and applicable pensicn regulations. The resolution of this
dispute may resuit in an acceleration of both the funding and expense recognition of the unrecognized actuarial loss.

Other

The Company also makes contributions to a defined benefit pension plan for employees working on one U.S. Government
contract. As part of the contractual agreement, the customer reimburses the Company for contributions made to the plan
that are allowable under government contract cost accounting requirements. If the Company were to cease to be the
contractor as a result of a recompetition process, this defined benefit pension plan and related plan assets and liabilities
would transfer to the new contractor, If the contract expires or is terminated with no transfer of the plan to a successor
contractor, any amount by which plan liabilities exceed plan assets, as of that date, will be reimbursed by the government
customer, Accordingly, the amounts associated with this plan are not included in the defined benefit plan disclosures above.

Note 10—Stock-Based Compensation:

On February 1, 2006, the Company adopted SFAS No. 123(R), “Share-Based Payment.” Prior to February 1, 2006, the
Company accounted for employee stock-based compensation using the intrinsic value method of Accounting Principles
Board (APB) Opinion No. 25, “Accounting for Stock Issued to Employees,” and related interpretations. Under the intrinsic
value method, no compensation expense was reflected in net income for stock options granted to employees and directors,
as all stock options had an exercise price equal to the fair value of the underlying stock on the date of grant. Additionally, no
compensation expense was recognized for the ESPP because it was a non-compensatory plan. Compensation expense
was recognized for grants of vesting and vested stock awards based on the fair value of the underlying stock on the date of
grant, with vesting stock expense recognized on a straight-line basis over the period in which the awards were earned. The
Company accounted for stock options granted to non-employees using the fair value method under SFAS No., 123,
“Accounting for Stock-Based Compensation.”

The Company adopted SFAS No. 123(R}) using the modified prospective transition method for stock-based awards granted
on or after September 1, 2005, the date the Company made its initial filing with the SEC for the initial public offering, and the
prospective transition method for stock-based awards granted prior to September 1, 2005. The difference in accounting
treatment between options granted prior to and on or after September 1, 2005 is due to the fact that the Company met the
definition of a non-public company under SFAS No. 123 and applied the minimum value method {(assumed no volatility in its
pro forma stock-based employee compensation expense disclosures) under SFAS No. 123 prior to September 1, 2005.
Under these transition methods, compensation expense associated with stock options during the year ended January 31,
2007, includes (1) amortization related to the remaining unvested portion of all stock option awards granted between
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September 1, 2005 and January 31, 2006 based on the grant-date fair value estimated in accordance with the provisions of
SFAS No. 123 and (2} amortization related to all stock option awards granted subsequent to January 31, 2006 based on the
grant-clate fair value estimated in accordance with the provisions of SFAS No. 123(R). In accordance with the modified
prospective transition method, results from prior periods have not been restated. Under the prospective transition method,
there is no compensation expense resulting from options granted to employees and directors prior to September 1, 2005
unless a modification is made to those options other than a modification in conjunction with an equity restructuring to
equalize the fair value of the options immediately before and after an equity restructuring. In connection with the
reorganization merger, a modification was made to outstanding stock options in order to equalize the fair value, which
consequently did not resuit in any incremental fair value or compensation expense.

Compensation expense recorded for stock options and vesting stock includes an estimated forfeiture rate. For vesting stock
granted prior to September 1, 2005, the Company had accounted for the effects of forfeitures of vesting stock as the
forfeitures occurred until the completion of the initial public offering and reorganization merger. In connection with the
reorganization merger, which constituted a medification in connection with an equity restructuring, the Company recorded a
cumulative effect adjustment, which reduced stock-based compensation by $12 million, to apply an estimated forfeiture rate
to vesting stock granted prior to September 1, 2005 and to accelerate compensation expense over the reguisite service
period on awards granted to certain individuals that were efigible for speciat retirement without forfefture of their award. As a
result, all future stock-based compensation expense on vesting stock and stock options will include an estimated forfeiture
rate. Additionally, the Company reclassified all remaining unearmed compensation related to unvested stock awards at the
time of modification to additional paid-in capital.

Plary Summaries. At January 31, 2008, the Company had stock-based compensation awards outstanding under the
following plans: the 2006 Equity Incentive Plan, the 1999 Stock Incentive Plan (SIP), the 1984 Bonus Compensation Plan
(BCP}, the Managerment Stock Compensation Plan, the Stock Compensation Pian and the 2006 Emptoyee Stock Purchase
Plan.

Since October 16, 2008, the date of the reorganization merger, all stock awards are issued under the 2006 Equity Incentive
Plan and stock awards are no longer issued under the SIP or BCP. The 2006 Equity Incentive Plan provides the Company's
and its affiliates’ employees, directors and consultants the opportunity to receive stock options, stock appreciation rights,
vested stock awards, restricted stock awards, restricted stock units, deferred stock awards, phantom stock awards, cash
awards, performance awards, and other similar types of stock awards. As of January 31, 2008, the Company has issued
stock options, vested stock awards, restricted stock awards and cash awards under this plan. The 2006 Equity Incentive
Plan provides that in the event of the Company’s mearger with or into another corperation, a sale of substantially all of its
assets or another change of control transaction as determined by the plan administrator, the successor entity may assume
or substitute all outstanding awards. If the successor entity does not assume or substitute all outstanding awards, the
vesting of all awards will accelerate and any repurchase rights on awards will terminate. If a successor entity assumes or
substitutes all awards and a participant is involuntarily terminated by the successor entity for any reason other than death,
disability or cause within 18 months following the change of control, alt cutstanding awards of the terminated participant will
immediately vest and be exercisable for a period of six months following termination. In the event of a change of control, the
vesting of all awards held by non-employee directors of the Company will accelerate. Awards under the BCP become fully
vested upon the occurrence of a change in control of the Company as defined by the plan unless otherwise provided in an
award agreement. Stock awards granted under the plans generally vest or become exercisable 20%. 20%, 20%, and 40%
after one, two, three and four years, respectively. The amounts expensed under these plans were $167 million, $140 miltion
and $115 million in fiscal 2008, 2007 and 2006, respectively, including cash bonuses. As of January 31, 2008, 86 million
shares of the Company's stock were reserved for issuance under the 2006 Equity Incentive Plan.

The Company has a Management Stock Compensation Plan and a Stock Compensation Plan, together referred to as the
Stock Compensation Plans, The board of directors may at any time amend or terminate the Stock Compensation Plans. The
Stock Compensation Plans provide for awards in share units 1o eligible employees. Benefits from these plans are payable in
shares of the Company’s stock that are held in & trust for the purpose of funding benefit payments to the plans' participants.
The fair value of stock awards granted under the Stock Compensation Plans, which are vesting stock awards, is based on
the fair value of the award on the date of grant, Compensation expense is measured at grant date and generally recognized
over the vesting period of four or seven years depending upon the initial date of grant. For awards granted prior to January 1,
2006, participants’ interests in these share units vest on a seven year schedule at the rate of one-third at the end of each of
the fifth, sixth and seventh years following the date of the award. Awards granted on or after January 1, 2006 vest 100%
after four years following the date of the award. Upen a change in control of the Company (as defined by the Stock
Compensation Plans), participant accounts will become fully vested and shares of Company stock held in the accounts will
be immediately distributed. The amounts expensed under these plans were $6 million, $2 million and $6 million in fiscal
2008, 2007 and 2006, respectively. As a result of the reorganization merger discussed above, stock-based compensation
expense in fiscal 2007 for the Stock Compensation Plans was reduced by $5 million. The Stock Compensation Plans do not
provide for a maximum nurmber of shares avajlable for future issuance.
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The Company has an ESPP which, prior to January 1, 2008, allowed eligible employees to purchase shares of the
Company's stock at a discount of up to 15% of the fair market value on the date of purchase. Effective January 1, 2008, the
discount was reduced to 5% of fair market value on the date of purchase. As of January 31, 2008, 11 milion shares were
authorized and reserved for issuance under the ESPP.

Total Stock-based Compensation. Total stock-based compensation expense under all plans was as follows:

Year Ended January 31
2008 2007 2006
{in millicns)
Stock options 827 $22 $-—
Vesting stock awards 51 29 38
Vested stock awards - 2 1
ESPP discount 1 11 —
Total stock-based compensation expense $89 364 $39

These amounts do not include $4 million, $54 million and $71 million in vested stock issued during the years ended

January 31, 2008, 2007 and 2006, respectively, as settiement of annual bonus accruals in the following year under the 2006
Equity Incentive Plan and BCP and accrued retirement plan contributions. In addition, during fiscal 2007, the Company
recognized $9 million of expense related to dividends paid on unvested shares of vesting stock expected to be forfeited in
future periods which is not reflected in the table above.

As a result of the adoption of SFAS No. 123(R), the Company's financial results were lower in fiscal 2007 than under the
Company's previous accounting method for share-based compensation by the following amounts:

Year Ended
January 31, 2007
in millions, except
per shara amount)

Income from continuing operations before income taxes $ 33
Income from continuing operations 24
Net income 24
Basic and diluted earnings per share $0.07

The tax benefits related to stock-based compensation were as follows:

Year Ended January 31
2008 2007 2006
(in mitlions)
Tax benefits recognized from stock-based compensation $30 %21 $15
Tax benefits realized from exercise of stock options 64 35 a7

The Company recognized excess tax benefits realized from stock options exercised and unvested stock that vested
subsequent to its October 2006 reorganization merger and initiat public offering as cash inflows from financing activities as
required by SFAS No. 123(R). Excess tax benefits realized prior to the reorganization merger and initial public offering were
presented as cash flows from operations as previously required by SFAS No. 95 "Statement of Cash Flows.”

For the year ended January 31, 2007, the tax benefits realized from stock awards prior to the reorganization merger of $32
million were recorded as additional paid-in capital and shown as cash flows from operations in the accompanying
statements of cash flows. Excess tax benefits realized from stock awards after the reorganization merger of $8 miliion are
presented as cash inflows from financing activities as all outstanding stock awards accounted for in accordance with APB
Opinion No. 25 were modified as a result of the reorganization merger requiring those stock awards to be accounted for in
accordance with SFAS No. 123(R).

Stock Options. Options may be granted with exercise prices no less than the fair value of the Company's common stock on
the date of grant and for terms not greater than ten years. All of the options outstanding at January 31, 2008 were granted
with vesting periods of four years and terms of five years. Options granted under the 2006 Equity Incentive Plan were
granted with exercise prices equal to fair market value on the date of grant, as defined by the plan. Options granted under
the SIP were granted with exercise prices equai to the fair value of Science Applications International Corporation’s Class A
common stock on the date of grant.
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The fair value of the Company’s stock option awards is estimated on the date of grant using the Black-Scholes option-
pricing model. As the Company's common stock was not publicly-traded untii October 13, 2006 as described in Note 1, the
expected term of awards granted is derived utilizing the "simplified” method presented in SEC Staff Accounting Bulletin

Nos. 107 and 110, “Share-Basad Payment," and the Company estimates expected volatility based on a weighted average
historical volatility of a group of publicly-traded, peer companies for a pericd consistent with the expected option term. The
risk-free interest rate is based on the yield curve of a zero-coupon U.S. Treasury bond with a maturity equal to the expected
term of the option on the grant date. The Company uses historical data to estimate forfeitures.

The fair value of options granted was determined using the following weighted average assumptions:

Year Ended January 31
2008 2007
Expected term {in years) 39 3.9
Expected volatility 26.8% 33.4%
Risk-iree interest rate 4.5% 4.7%
Dividend yield 0% 0%

The weighted average grant-date fair value of stock options granted during the years ended January 31, 2008 and 2007
using the Black-Scholes option-pricing model was $5.01 and $4.84 (as adjusted for the additional options issued as a result
of the special dividend adjustment), respectively.

Stock option activity under the plans for the three years ended January 31, 2008 was as follows:

Weighted
average
Shares of Weighted remaining
stock under average  contractual Aggregate
options  exercise price term  intrinsic value
{in millicns} (in years) {in millions)
Qutstanding at January 31, 2005 73.7 $15.72 24 $335
Options granted 13.0 20.55
Options forfeited or expired (12.6) 16.00
Options exercised {19.0) 14.74 118
Qutstanding at January 31, 2006 55.1 17.13 25 266
Options granted 9.8 21.99
Options forfeited or expired (5.5) 15.41
Options exercised {12.5) 14.17 90
Special dividend adjustment 26.4 (6.07}
Outstanding at January 31, 2007 73.3 12.23 23 463
Options granted 6.2 17.78
Options forfeited or expired (5.5) 13.06
Options exercised (20.5) 10.61 163
Qutstanding at January 31, 2008 53.5 13.41 21 294
Vested and expected to vest in the future as of January 31, 2008 50.6 13.29 21 284
Available for grant under the 2006 Equity Incentive Plan at January 31, 2008 85.5

During the year ended January 31, 2007, the stock options outstanding as of the special dividend record date were adjusted
to maintain their pre-dividend fair value as required by the terms of the SIP. This resulted in an increase in the number of
options outstanding and a reduction in the exercise price of each option outstanding. Stock-based compensation was not
affected by this adjustment as the fair vaiue of these options was the same before and after the modification. During the
years ended January 31, 2008 and 2007, the Company received cash from exercises of stock options of $34 million and
$33 million, respectively, and stock exchanged at fair value upon exercise of stock options of $184 mition and $143 million,
respectively.
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A summary of the options outstanding as of January 31, 2008 was as follows:

Weighted Weighted

Waighted average Weighted average

average rermaining average remaining

Options  exercise  contractual Options  exercise  contractual

Range of exercise prices outstanding price term  exercisable price tarm

{in miligrs) inyears)  (in milions) {in years)
$9.53 to $10.60 8.9 $ 9.80 03 8.9 $ 9.80 0.3
$12.17 to $12.71 11.7 12.23 1.2 6.4 12.23 i.2
$13.52 to $13.93 11.9 13.53 2.2 4.4 1353 2.2
$14.09t0 $14.64 14.4 14.59 3.1 3.4 14.56 3.0
$15.76 to $20.12 6.6 17.59 41 0.3 16.81 38
53.5 13.41 2.1 23.4 11.85 1.3

The aggregate intrinsic value for options exercisable at January 31, 2008 was $163 million.

As of January 31, 2008, there was $46 milion of unrecognized compensation cost, net of estimated forfeitures, related to
stock options granted under the 2006 Equity Incentive Plan and the SIP, which is expected to be recognized over a
weighted-average period of 2.4 years. Compensation expense is measured at the grant date and generally recognized over
the vesting period of four years.

Stock Awards. Compensation expense is measured at the grant date fair value and generally recognized over the vesting
period of four years.

Vesting stock award activity for the year ended January 31, 2008 and the unvested shares outstanding under the 2008
Equity Incentive Plan and BCP were as follows:

Shares of stock Weightad
under stock  average grant-
awards  date fair value

{in millions)

Unvested at January 31, 2007 5.3 $19.89
Awards granted 53 17.84
Awards forfeited (0.8) 19.10
Awards vested (1.8} 18.30

Unvested at January 31, 2008 8.0 18.97

As of January 31, 2008, there was $87 million of unrecognized compensation cost, net of estimated forfeitures, related to
vesting stock awards granted under the 2006 Equity Incentive Plan and BCP which is expected to be recognized over a
weighted average period of 2.7 years. The fair value of vesting stock awards that vested under the 2006 Equity Incentive
Plan and BCP during the years ended January 31, 2008 and 2007, was $32 million and $33 million, respectively.

Stock Compensation Plans. Vesting stock award activity under the Stock Compensation Plans for the year ended
January 31, 2008 was as follows: :

Shares of stock Waeighted
under stock  average grant-
awards  date falr value

{in millions})

Unvested at January 31, 2007 ) 2.4 $16.89
Awards granted 0.5 17.61
Awards forfeited 0.3} 17.40
Awards vested (0.4} 15.03

Unvested at January 31, 2008 2.2 17.35

As of January 31, 2008, there was $15 milion of unrecognized compensation cost, net of estimated forfeitures, related to
vesting stock awards granted under the Stock Compensation Plans which is expected to be recognized over a weighted
average period of 2.8 years. The fair vatue of vesting stock awards that vested under the Stock Compensation Plans during
the years ended January 31, 2008 and 2007 was $8 million and $12 million, respectively.
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Note 11 —0ther Income {Expense), Net:

The camponents of other income {expense), net were as follows:

Year Ended January 31
2008 2007 2006

Impairment losses on investments
Gross realized gains on sale of marketable securities
Gross realized losses on sale of marketable securities

in milions)
$(13) $(1 $%6)
- - 1

Net gain (loss} on sale of other investments 1 1 (1)
Equity interast in earnings and impairment losses of unconsolidated affiiates 6 2 5
Other 3 3 3

Total other income (expense), net $(3 $5 30

The impairment losses on investments in fiscal 2008, 2007 and 2006 were due to declines in fair value of private equity
securities held by the Company’s venture capital subsidiary that were deemed to be other-than-temporary. The camying
value of the Company’s cost and equity method investrments as of January 31, 2008 was $48 million {Note 3), including

$24 million of private equity securities held by the Company’s venture capital subsidiary.

The gross reaiized losses on the sale of marketable securities in fiscal 2006 were primarily due to the liquidation of fixed rate
securities prior to their stated maturity date. The market value of the securities had been negatively impacted by rising

interest rates.

Note 12—Income Taxes:

Income from continuing operations before income taxes included the following:

Year Endad January 31
2008 2007 2006
{in millions)
United States $606 $562 $453
Foreign 20 34 15

$626 3596 $468

The provision for income taxes related to continuing operations included the following:

Year Ended January 31

2008 2007 2006

Current:
Federal
State
Foreign

Deferred:
Federal
Siate
Foreijqn

{in millions)

$223 $214 $162
3 34 (10
7 10 10

21) (21 (20
® & 6
1 Q)

$240 $231  $133
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Deferred income taxes are recorded for differences in the basis of assets and liabilities for financial reporting purposes and
tax reporting purposes. Deferred tax assets (iabilities) are comprised of the following:

January 31
2008 2007
{in millions}
Accrued vacation pay $64 $ 57
Investments 25 31
Deferred compensation 32 32
Vesting stock bonuses 23 9
State taxes 2 3
Employee benefit contributions 7 10
Other 26 11
Total deferred tax assets 179 153
Deferred revenue (24) (38}
Fixed asset basis difference (10) (10}
Intangible assets (30) (24)
Total deferred tax liabilities 84 (72
Net deferred tax assets, before valuation allowance 115 81
Valuation allowance {1) 3
Net deferred tax assets $114 $ 78

A reconciliation of the provision for income taxes to the amount computed by applying the statutory federal income tax rate
(35%) to income from continuing operations befora income taxes fallows:

Year Ended January 31
2008 2007 2006
{in millions)

Amount computed at statutory rate $219 $209 $164

State income taxes, net of federal tax benefit 19 19 19

Change in accruals for uncertain tax positions - (B} (49}

Employee stock purchase plan 3 4 -

Other {1) 5 )]

$240 3231 $133
Effective income tax rate 38.3% 38.8% 28.4%

The lower effective tax rate for fiscal 2008 when compared to fiscal 2007 and 2008 was primarily attributable to the reversal
of approximately $50 million in accruals for uncertain tax positions as a result of settlements of federal and state audits for
amounts different than the recorded accruals for uncertain tax positions, as well as the expiration of statutes on open tax
years.

Income taxes paid in fiscal 2008, 2007 and 2006 were $217 million, $195 million and $590 million, respectively. Included in
these tax payments are payments for discontinued operations in the amount of approximately $5 million, $14 million and
$280 million for fiscal 2008, 2007 and 20086, respectively.

At January 31, 2008, the Company had approximately $18 million of federal net operating loss (NOL) carryforwards. These
NOL carryforwards will begin to expire in fiscal year 2010 to 2024; however the Company expects to fully utilize these NOL
carryforwards before they expire.
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In June 2008, the FASB issued FIN No. 48 "Accounting for Uncertainty in Income Taxes” {FIN 48). The Company adopted
FIN 48 on February 1, 2007. In connection with the implementation of FIN 48, the Company increased the liability associated
with its uncertain tax positions by $1 million through an adjustment to retained earnings. A reconciliation of the beginning of
year and end of year amount of unrecognized tax benefits, excluding accrued interest and penalties, is as follows:

Year ended
January 31, 2008

{in millions)
Unrecognized tax benefits at beginning of year $48
Additions based on tax positions related to current year 6
Additions for tax pesitions related to prior years 18
Reductions for tax positions related to prior years (5)
Lapse of statute of limitations (12)
Unrecognized tax benefits at end of year $55

The total amount of unrecognized tax benefits, net of deferred taxes and excluding accrued interest and penalties, that
would affect the Company’s effective tax rate if recognized is $22 million for continuing operations and $27 million for
discontinued operations as of January 31, 2008, The Company recognizes interest and penalties related to uncertain tax
positions in its income tax expense. The amount of interest and penalties recognized in the consolidated statements of
income for fiscal 2008 was $4 million. At January 31, 2008, accrued interest and penaities totaled $9 million.

The balance of unrecognized tax benefits at January 31, 2008 includes a liability for uncertain tax positions of $60 million, of
which $32 million is classified as current income taxes payable and $28 million is classified as other long-term liabilities on
the consolidated balance sheet.

The Company is subject to routine compliance reviews by the Internal Revenue Service (IRS} and other taxing authorities.
The IRS is currently auditing fiscal 2005 and 2006. During the next 12 months, it is reasonably possible that resolution of
these reviews by the IRS and other taxing authorities, both domestic and international, could be reached with respect to $35
million of the Company's unrecognized tax benefits, including accrued interest and penalties ($26 million of which relates to
discontinued operations), depending on the timing of ongoing examinations, litigation and statute closures, either because
the Company’s tax positions are sustained on audit or because the Company agrees to their disallowance and pays the
related income tax. These unrecognized tax benefits are primarily related to research and development, foreign tax credits
and certain recurring deductions customary for the Company's industry.

The Company has effectively settled with the IRS and certain states for all fiscal years prior to and including fiscal 2004.
While the Company believes it has adequate accruals for its uncertain tax positions, the tax authorities may determine that
the Company owes taxes in excess of recorded accruals or the Company's recorded accruals may be in excess of the final
settlernent amounts agreed to by tax authorities. After the fiscal 2005 and 2006 audit cycle, the remaining years subject to
examinations are fiscal 2007 and 2008.
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Note 13—Comprehensive Income and Accumulated Other Comprehensive Loss:

Comprehensive income consists of net income and other comprehensive income {loss). Other comprehensive income (loss)
represents certain components of revenues, expenses, gains and losses that are included in comprehensive income but are
excluded fram net income. These amounts are recorded directly as an adjustment to stockholders’ equity, net of tax, and
were as follows:

Year Ended January 31
2008 2007 2008
{in millions)
Other comprehensive income:

Foreign currency translation adjustments $3 $4 32
Deferred taxes ()@ 1
Net foreign currency translation adjustments 2 2 (1)
Unrealized loss on marketable securities - - 3)
Reclassification of net realized loss - - 8
Deferred taxes - =
Net unrealized gain on marketable securities - — 4
Reclassification of net realized loss on derivative instruments 3 3 3
Deferred taxes 0
Net unrealized gain on derivatives 2 2 2
Pension liability adjustments, net of tax - 1 Q)
$4 $15 $4

As a result of the Company’s adoption of SFAS No. 158 "Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans {an amendment of FASB Statements No. 87, 88, 106 and 132(R})” on January 31, 2007, the
Company’s pension liability increased by $15 million and accumulated comprehensive loss, net of tax, increased by $10
millior.

The components of accumulated other comprehensive loss were as follows:

January 31
2008 2007
{in millions)
Foreign cumrency translation adjustments $3 %1
Unrealized net loss on derivative instruments (4] 9
Unrealized loss on defined benefit plan (19) (19)
$(23) $27)

As of January 31, 2008, $1 million of the unrealized net loss on derivative instruments will be amortized and recognized as
interest expense during the next 12 months,

Note 14—Leases:

The Company occupies most of its facilities under operating leases. Most of the leases require the Company to pay
maintenance and operating expenses such as taxes, insurance and utilities and also contain renewal options extending the
leases from one to 20 years. Certain of the leases contain purchase options and provisions for periodic rate escalations to
reflect cost-of-living increases. Certain equipment, primarily computer-related, is leased under short-term or cancelable
operating leases. Rental expense for facilities and equipment was $134 miliion, $123 milion and $116 million in fiscal 2008,
2007 and 20086, respectively, which is net of sublease income of $10 milion, $8 million and $7 million in fiscal 2008, 2007
and 2006, respectively.

in fiscal 2004, the Company was awarded a contract with the Greek Government (Note 18) that requires the Company to
lsase certain equipment under an operating lease from a subcontractor for ten years. The lease term commences as soon as
the development and integration of the system under contract is completed and accepted by the customer. The terms of the
customer contract and lease agreement provide that if the customer defaults on its payments to the Company to cover the
future lease payments, then the Company is not required to make the lease payments to the subcontractor. Consequently,
the maximum contingent lease liability of $78 million at January 31, 2008 is not reflected in the future minimum lease
commitments table below and such amount has not been recorded in the consolidated financial statements.
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Minimum lease commitments, primarily for facilities under non-cancelable operating leases in effect at January 31, 2008 are
as follows:

Operating lease  Sublease

Year Ending January 31 commitment incoma
{in millions)
2009 $117 $6
2010 79 4
2011 45 1
2012 27 1
2013 15 —
2014 and thereafter 27 1
$310 $13

As of January 31, 2008, the Company had capital lease obligations of $1 million that are payable over the next five years,

Note 15—Supplementary Income Statement and Cash Flow information:

Depreciation and amortization expense for property, plant and equiprnent and assets acquired under capital leases was $52
million, $45 million and $38 million in fiscal 2008, 2007 and 2006, respectively.

Internal research and development costs of $49 million, $34 million and $27 million in fiscal 2008, 2007 and 2006,
respectively, were included in selling, general and administrative expenges.

Interest paid amounted to $87 miflion, $85 million and $80 million in fiscal 2008, 2007 and 2006, respectively.

The non-cash investing and financing activities for the pericds noted were as follows:

January 31
2008 2007 2006
{in millions)
Stock exchanged upon exercise of stock options $184 $143 $189
Stock issued for settlement of accrued employee benefits $ 4 $ 54 § 71
Fair value of assets acquired in acquisitions $204 $431 $288
Cash paid in acquisitions, net of cash acquired (144) {377 (212)
tssuance of stock in acquisitions - - an
Accrued acquisition payments {1) ] @
Liabilities assumed in acquisitions $ 59 § 45 $ 57
Accrued share repurchases $ 6 5§ 1 3§ —

In addition, during the year ended January 31, 2008, the Company completed a reorganization transaction involving its 55%
interest in AMSEC LLC, whereby the Company disposed of its 55% interest in AMSEC LLC in exchange for the acquisition
by the Company of certain divisions and subsidiaries of AMSEC LLC, resulting in the following non-cash investing and
financing activities (in millions):

Fair valua of assets received $49
Assets divested, excluding cash a3
Liabilities divested, including minority interest 86

Note 16 —Business Segment Information:

The Company defines its reportable segments using the management approach, which is based on the way the chief
operating decision maker (CODM) manages the operations within the Company for the allocation of resources, decision
making and performance assessment.

Using the management approach, the Company has three reportable segments: Government, Commercial, and Corporate
and Other. The Company’s operating business units are aggregated into the Government or Commercial segments,
depending on the nature of the customers, the contractual requirements and the regulatory environment govemning the
business unit’s services. The Corporate and Other segment includes the operations of the Company's internal real estate
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management subsidiary, Campus Point Realty Corporation, various corporate activities, the elimination of intersegment
revenues and costs and certain corporate expense items not billable to the Company’s Government customers referred 1o
as unallowable expenses. In addition, in certain circumstances, for management purposes as determined by the CODM,
certain revenue and expense items related to operating business units are excluded from the evaluaticn of a business unit's
operating performance and are reflected in the Corporate and Other segment.

Business units in the Government segment provide technical services and products through contractual arrangements as
either a prime contractor or subcontractor to other contractors, primarily for departments and agencies of the U.S.
Government. Operations in the Government segment are subject to specific regulatory accounting and contracting
guidelines such as Cost Accounting Standards (CAS) and Federal Acquisition Regulations. Business units in the Commercial
segment provide technical services and products primarily to customers in commercial markets and their operations are
generally not subject to specific regulatory accounting or contracting guidelines.

Certain corporate expenses are reflected in operating incorne based on agreed-upon allocations to the segments or as
required by CAS. Elimination of intersegment revenues of $3 million for the year ended January 31, 2006 is reflected in the
Corporate and Other segment and was recorded at cost. There were na intersegment revenues for the years ended
January 31, 2008 and 2007. Asset information by segment is not a key measure of performance used by the CODM. The
Company also monitors capital expenditures by the business units. Interest income, interest expense and provision for
income taxes, as reported in the consolidated financial statements, are not part of operating income and are primarily
recorded at the corporate level.

The following tables summarize business segment information:

Year Ended January 31
2008 2007 2006
{in millions)

Revenues:

Govemment segment $8,356 $7.475 $6,975

Commercial segment 579 586 546

Corporate and Other segment — - (3)
Total reportable segment revenues $8,835 58,061 $7,518
Operating income (ioss):

Government segment $ 652 $ 559 § 459

Commercial segment 48 56 37

Corporate and Other segment (34) 43) (26)
Total reportable operating income $ 666 $ 572 $ 470
Capital expenditures:

Government segment $ 47 $ 43 $ 33

Commercial segment 5 1 5

Corporate and Other segment 2] 29 14
Total reportable segment and consolidated capital expenditures $ 61 5 73 § 52
Depreciation and amortization:

Government segment $ 65 § 58 § 54

Commercial segment 3 4 4

Corporate and Other segment 12 a 10
Total reportable segment and consolidated depreciation and amortization $ 80O § 71§ 68

The following tables summarize revenues and long-lived assets, which include property, plant and equipment, intangible
assets, goodwill, deferred income taxes and other assets, by geographic location of the entity that is performing the services:

Year Ended January 31
2008 2007 2006
{in milions)

Revenues:
United States $8,721 $7,821 $7,290
United Kingdom 166 178 169
All other intemational countries 48 62 59
Total consolidated revenues $8,935 $8,.061 $7,518
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January 31
2008 2007

(in millions)

Long-lived assets:

United States $1,670 $1,518
United Kingdom 29 30
All other international countries 45 29
Total consolidated long-lived assets $1,744 81,577

In fiscal 2008, 2007, and 2006, 87%, 88% and 88%, respectively, of the Company's consolidated revenues were
attributable to prime contracts with the U.S. Federal Government or to subcontracts with other contractors engaged in work
for the U.S. Government and are reflected in the Government segment revenues. As a percentage of consolidated revenues,
customers comprising 10% or more of consolidated revenues were as follows:

Year Ended January 31
2008 2007 2006

UuSsS Amy 21% 18% 16%
U.S. Navy 12 12 12
U.S. Air Force 8 g 10

Note 17 -—Discontinued Operations:
AMSEC LLC

On July 13, 2007, the Company completed a reorganization transaction involving AMSEC LLC. Before this transaction was
completed, AMSEC LLC was jointly owned 55% by the Company and 45% by another party, and AMSEC LLC’s results
were reported as a consolidated majority-owned subsidiary of the Company within the Government segment. The
regrganization transaction resulted in the disposition of the Company's 55% interest in AMSEC LLC in exchange for the
acquisition by the Gompany of certain divisions and subsidiaries of AMSEC LL.C. The Company no longer owns any interest
in AMSEC LLC nor are there any minority investors in any consolidated subsidiary.

The Company applied purchase accounting to the AMSEC LLC divisions and subsidiaries that were acquired and recorded
the divested porticn of the business as a sale at fair value. The Company recorded a pre-tax gain on sale of $31 million in
discontinued operations during the year ended January 31, 2008. The parties have a mutual indemnification arrangement for
pre-transaction events.

ANX

On October 27, 2008, the Company completed the sale of ANX, a majority-owned subsidiary for proceeds of $27 million.
The Company recorded a gain on sale before income taxes of $19 milion during the year endsd January 31, 2007.

Telcordia

On March 15, 2005, the Company completed the sale of Telcordia for $1.35 billion. The sales price continues to be subject
to adjustment for the settlerment of certain litigation and tax contingencies as described below. The Company recorded a
gain on sale before incorne taxes of $871 million during the year ended January 31, 2006. An income tax benefit of $13
million was recorded during the year ended January 31, 2007, which reflected a favorable resolution of certain tax
contingencies related to Telcordia operations prior to the sale. The Company received $11 million during the year ended
January 31, 2008 related to amounts coltected for resolution of certain tax contingencies related to Telcordia.

The Company is entitled to receive additional amounts as contingent sales price, including all of the proceeds, net of taxes
and other expenses, from any judgment or settlement of the litigation Telcordia initiated against Telkom South Africa and
50% of the net proceeds Telcordia receives in connection with the prosecution of certain patent rights of Telcordia as
described in Note 18. The Company received $4 million during the year ended January 31, 2008 related to amounts
collected by Telcordia from Telkom South Africa. In addition to customary indemnifications to the buyer, the Company has
indemnified the buyer for all income tax obligations on and through the date of close. While the Company believes it has
adequate accruals for these contingencies, the ultimate resolution of these matters could differ from the amounts accrued.
The impact of these future contingent payments or contingent purchase price proceeds as well as changes in estimates for
these items, if any, will be reflected as discontinued operations in the pericd in which they arise.
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The operating results of AMSEC LLC (other than the divisions and subsidiaries that the Company acquired in the
reorganization transaction}, ANX and Telcordia have been classified as discontinued operations for all periods presented. The
operating results prior to sale were as follows:

Year Ended January 31
2008 2007 2006
{in millions}

Revenues $106 $246 $363
Costs and expenses

Cost of revenues 96 215 290

Selling, general and administrative expenses 4 13 42

Non-operating income - 3 -

Income before minority interest in income of consolidated subsidiaries and income taxes $ 6 $21 &3

Note 18—Commitments and Contingencies:
Telkom South Africa

The Company’s former Telcordia subsidiary instituted arbitration proceedings before the International Chamber of
Commerce (ICGC), against Telkom South Africa in March 2001 as a result of a contract dispute. Telcordia seeks to recover
damages for breach of contract, plus interest at a rate of 15.5%. Telkom South Africa counterclaimed, seeking substantial
damages from Telcordia. On September 27, 2002, the arbitrator found that Telkom South Africa repudiated the contract and
dismissed Telkom South Africa’s counterclaims against Telcordia. The damages to be recovered by Telcordia will be
determined in the second phase of the arbitration. Although Telkom South Adrica challenged the arbitrator's partial award in
Telcordia's favor in the South African court system, the arbitrator’s decision was ultimately upheld.

The second phase of the arbitration to determine the damages to be recovered by Telcordia has now commenced. Telcordia
submitted its statement of claim and related document production on March 30, 2007, which seeks damages in excess of
$200 million plus interest and legal fees and costs. As a result of a preliminary hearing with the arbitrator, Telkorn South
Africa paid Telcordia $9 million of uncontested damages relating to one aspect of the dispute. In July 2007, the arbitrator
ruled that Telcordia is entitled to 15.5% simple interest per year on awarded damages, running from the date of breach by
Telkom South Africa. Due to the complexity of the remaining issues, the arbitrator cancelled a September 2007 arbitration
hearing to determine the amount of Telcordia's damages and scheduled an April 2008 hearing focusing only on damage
issues. A final hearing with closing submissions was scheduled for June 2008 in London. In February 2008, the arbitrator
appointed a third party expert to provide an independent opinion regarding specific technical issues. The parties disagree on
the scope of the third party expert's mandate, as well as certain discovery issues. Consequently, the hearings originally
scheduled for April and June have been cancelled and a hearing to address the outstanding procedural issues is scheduled
for April 2008. As a result, the completion of the arbitration will likely be delayed. Pursuant to the definitive stock purchase
agreement for the sale of Telcordia, the Company is entitled to receive all of the proceeds, net of the tax liability incurred by
Telcordia, from any judgment or settiement. The Company received $4 million during the year ended January 31, 2008
related to amounts coflected by Telcordia from Telkom South Africa.

Due to the complex nature of the legal and factual issues involved in the dispute, the damages that Telcordia will ultimately
be awarded in the second phase of arbitration, and therefore the amounts the Company will be entitlied to receive, net of
applicable taxes, are not presently determinable. The Company does not have any assets or liabilities recorded related to this
contract and the related legal proceedings as of January 31, 2008 and 2007,

Firm-Fixed-Price Contract with the Greek Government

Original Contract. In May 2003, the Company entered into a euro-denominated firm-fixed-price contract (the Greek contract)
with the Hellenic Republic of Greece (the Customer) to provide a Command, Control, Communications, Coordination and
Integration (C4l) System (the System), to support the 2004 Athens Summer Olympic Games (the Olympics), and to serve as
the security system for the Customer's public order departments following completion of the Olympics. The System is
comprised of 29 subsystems, organized into three major functional areas: the Command Decision Support System (CDSS),
the Communication and Information System and the Command Center Systems. Under the Greek contract, the System was
to be completed, tested, and accepted by September 1, 2004, at a price of approximately $199 million. The Greek contract
also requires the Company to provide five years of System support and maintenance for approximately $15 million and ten
years of TETRA radio network services for approximately $125 million. The Greek contract contains an unpriced option for
an additional five years of TETRA network services.

The Customer took delivery of the System for use and operation during the Olympics beginning in August 2004, and
continues to use significant portions of the System today. In November 2004, the Company delivered a revised version of the
CDSS portion of the System to the Customer. Beginning in December 2004 and continuing through April 2005, the
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Customer performed subsystems acceptance testing on each of the subsystems comprising the System based on test
procedures that had not been mutually agreed upon by the parties. The Customer identified numerous omissions and
deviations in its test reports. The Company believes that certain of these omissions and deviations were valid, while others
were not.

Modification of Confract. On March 29, 2007, the Company and the Customer executed a modification to the Greek
contract which establishes specific requirements, contract terms, and a payment schedule under which the various
subsystems can be completed and provides for, among other things, the following:

* acceptance of 20 specific subsystems of the 29 subsystems comprising the System within 70 days of the execution of
the modification

« payment of $34 million within 30 days of the Cormpany submitting invoices for certain work already performed on both
the system development portiont and service portion of the Greek contract

* reduction of the advance payment and performance bonds maintained by the Company in favor of the Customer by at
least $123 million which represents the value of the 20 subsystems required to be accepted within 70 days of the
execution of the modification

+ credit for past warranty, maintenance and TETRA services
* arevised test and acceptance process for the remaining subsystems being re-delivered during 2008

= provision of subsystem maintenance for a period of up tc 5 years following subsystem acceptance

In connection with the acceptance of 20 of the 29 subsystems referred to above, the Greek contract modification provides a
framework for the parties to determine the price reduction for omissions and deviations relating to those subsystems, An
agreement of the parties limits the total price reduction for these subsystems to a maximum of $11 million. On

September 11, 2007, the Greek contract was further modified to provide for an extension of the system development portion
of the Greek contract to October 2008, as previously agreed.

Performance of Modified Contract. Subsequent to the modification of the Greek contract on March 29, 2007, the following
developments have occurred:

* 18 of the 20 subsystems to have been accepted within 70 days of March 29, 2007 have been fully and finalty accepted
by the Customer. A subcontractor, in consultation with the Company and the Customer, has chosen to remediate
omissions and deviations in the remaining two subsystems it delivered, in an effort to minimize or eliminate the price
reduction associated with them. The contract authorizes such remediation as long as it is completed before the System
acceptance testing to be conducted in fiscal 2008.

¢ The Customer has paid substantially all of the $34 million related to services previously performed required to be paid
within 30 days of the Company submitting its invoices.

» The initial price reduction assessed by the Customer for omissions and deviations on the 18 subsystems accepted to
date totaled $14 million, which is $3 million in excess of the previously agreed-upon maximum price reduction limit of
$11 million. Accordingly, the parties have entered into negotiation under the provisions of the Greek contract to resolve
this discrepancy. The Company has an informal agreement with the Customer to resolve the omissions and deviations
on these 18 subsystems for a total price reduction of $6 million which has not yet been finalized through a contract
modification.

» The Customer has reduced the advance payment, performance and offset bonds requirement by $154 million.

* The Company and its subcontractors are performing work under the terms of the modified Greek contract and modified
subcontracts, including the requirement to deliver a modified CDSS.

* The parent corporation of the Company’s principal subcontractor has been subject to a number of investigations
focusing on alleged improper payments to government officials and political parties in a number of countries, including
Gresce. The Company’s subcontractor has represented to the Company that it did not make improper payments in
connection with the Greek contract. The Caompany has taken a number of actions to confirm the accuracy of its
subcontractor's representations, If the subcontractor’s representations are ultimately determined to be false and
improper payments were in fact made in connection with the Greek contract, the legal compliance and political issues
that this would raise could impact the Company’s subcontractor’s ability to perform the subcontract and the
Company’s ability to perform the Greek contract. This could have a material adverse affect on the Company’s
consolidated financial position, results of operations and cash flows.

SAIC, Inc. Annual Report F-33




SAIC, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Financial Status and Contingencies of the Greek Coritract. The Company has recorded $124 million of losses under the
Greek contract as of January 31, 2008, The Company recorded $1 milion and $2 milion of losses relating to foreign
currency translation in fiscal 2008 and 2007, respectively, and $83 million of losses in fiscal 2006. The $124 milion loss
reflected the Company's estimated total cost to complete the System under the original Greek contract and assumed the
Greek contract value was limited to the cash received to date.

The Greek contract modification resulted in significant changes to the terms and conditions and the deliverables under the
Greek contract and clarifies the parties’ responsibilities. If the Company completes the work and receives future payments as
required under the modified Greek contract, the Company may reverse a portion of the losses previously recognized.
Howaever, based on the complex nature of this contractual situation and the difficulties encountered to date, significant
uncertainties exist and the Company is unable to reliably estimate the uitimate outcome. Accordingly, the Company has not
adjusted and will not adjust the losses on this contract until such time as the Company can reliably estimate the ultimate
outcome of the modified contract. Also, as a result of the significant uncertainties that remain on this contract, the Company
is utilizing the completed-contract method of accounting for the system development portion of this contract. Examples of
these uncertainties include acceptance of the remaining subsystems and the overall system, receipt of the remaining
payments, release of the remaining bonds, changes in the political representatives from the Graek government involved with
the project and subcontractor performance and legal compliance issues. Accordingly, no additional revenue will be
recognized on the development portion of the contract until it is completed. Revenue on the maintenance portion of the
contract is recognized as maintenance payments are received from the Custorner. Although the Company expects to receive
additional payments in accordance with the terms of the madified Greek contract, the Company's accounting as of

January 31, 2008 was based on cash received to date. Through January 31, 2008, the Company has recognized revenues
of $157 million, which represents a portion of the $201 million of cash received to date. The Company recognized $37 million
of revenues and equal amounts of costs on the maintenance portion of the Greek contract during the year ended

January 31, 2008, primarily related to the receipt of payments from the Customer for services previously rendered.

The Company has $15 million of accounts receivable {classified as other assets) relating to value added taxes (VAT) that the
Company has paid and believes the Company is entitled to recover either as a refund from the taxing authorities or as a
payment under the Greek contract upon final biling. The Customer has paid to the Company all amounts owed for VAT to
date for the subsystems accepted and services provided. Failure by the Customer to pay any future VAT amounts could
result in an additional obligation payable by the Company to the Greek taxing authorities and could increase the Company's
total losses on the Greek contract.

In accordance with the terms of the Greek contract, the Company is required to maintain certain advance payment,
performance and offset bonds in favor of the Customer, These bonding requirements have been met through the issuance of
standby letters of credit. As of January 31, 2008, there were $111 million in advance payment and performance standby
letters of credit and $7 million in offset bonds outstanding. If the standby letters of credit are called based on a future failure
to fulfill the Company’s obligations under the Greek contract, the Company may have the right to call some of the $71 million
of bonds provided by the Company’s subcontractors in connection with their work under the Greek contract if the
performance failure relates to subcontracted work.

It the Company and its subcontractors are unable to perform in accordance with the modified Greek contract, damages or
claims by the Customer or subcontractors may be successfully asserted against the Company, the Company’s bonds may
be called, and the Customer may be able to recover additional contract costs reguired to fulfill the Company's obligations.
This could have a material adverse affect on the Company’s consolidated financial position, results of operations and cash
flows.

INTESA Joint Venture

The Company held a 0% interest in Informatica, Negocios y Tecnologia, S.A., (INTESA), a Venezuelan joint venture the
Company formed in fiscal 1997 with Venezuela's national oil company, PDVSA, to provide information technology services in
Latin America. INTESA derived substantially all its revenues from an outsourcing services agreement with PDVSA. The
services agreement expired on June 30, 2002 and INTESA subsequently ceased operations. The operations of INTESA were
classified as discontinued operations as of January 31, 2003 and INTESA is currently insolvent.

INTESA is a defendant in a number of lawsuits brought by former employees seeking unpaid severance and pension
benefits. PDVSA, SAIC and SAIC Bermuda, the Company's 100%-owned subsidiary and the entity that held the Company's
interest in INTESA, were added as defendants in a number of these suits. Based on the procedural standing of these cases
and the Company’s understanding of applicable laws and facts, the Company believes that its exposure to any possible loss
related to these employment claims is either remote or, if reasonably possible, immaterial.
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DS&S Joint Venture

In March 2006, the Company sold its interest in DS&S, a joint venture in which the Company owned a 50% interest. As part
of the sale, the Company agreed to indemnify the purchaser for certain legal costs and expenses, including those relating to
a government investigation involving DS&S and any litigation resulting from that investigation up to the sum of the sales price
of $9 million plus $1 million received by the Company in repayment of a loan owed by DS&S. As of January 31, 2008, the
Company has deferred the potential $9 million gain on this sale pending resolution of the investigation and any resulting
litigation.

Other Joint Ventures

The Company is an investor in Danet Partnership GhR {Danet GbR), a German partnership, accounted for under the equity
method. Danet GbR has an internal equity trading market similar to the limited market formerly maintained by Science
Applications International Corporation. The Company is required to provide liquidity rights to the other Danet GbR investors
in certain circumstances. These rights allow Danet GbR investors who are withdrawing from the partnership to put their
Danet GbR shares to the Company in exchange for the current fair valug of those shares. The Company does not currently
record a liahility for these put rights because their exercise is contingent upon the occurrence of future events which the
Company cannot determine will occur with any certainty. The carrying value of the Company’s investment in Danet GbR was
$17 milion as of January 31, 2008. The maximum potential obligation, assuming all the current Danet GbR investors were to
put their Danet GbR shares to the Company, was $8 million as of January 31, 2008.

The Company has a guarantee that relates only to claims brought by the sole customer of another of its joint ventures,
Bechtel SAIC Company, LLC, for specific contractual nonperformance of the joint venture. The Company also has a cross-
indemnity agreement with the joint venture partner, pursuant to which it will only be ultimately responsible for the portion of
any losses incurred under the guarantee equal to its ownership interest of 30%. Due to the nature of the guarantee, the
Company is not able to project the maximum potential obligation it could be required to make under the guarantee as of
January 31, 2008 but, based on current conditions, the Company believes the fikelihood of having to make any payment is
remote. No liability relating to this guarantee is currently recorded.

On September 15, 2004, the Company entered into an agreement with EG&G Technical Services, Inc. (EG&G) and Parsons
Infrastructure & Technolegy Group, Inc. (Parsons) to form Research and Development Solutions, LLC (RDS), a Delaware
limited liability company, that will pursue contracts offered by the Department of Energy's National Energy Technical
Laboratory. The Company, EG&G and Parsons, each have a one-third equal joint venture interest. In conjunction with a
contract award to RDS, each joint venture partner was required to sign a performance guarantee agreement with the U.S.
Government. Under this agreement, the Company unconditionally guarantees all of RDS's obligations to the U.S.
Government under the contract award, which has a total value of up to $217 million. The Company also has a cross-
indemnity agreement with each of the other two joint venture partners to protect it from liabilities for any U.S. Government
claims resulting from the actions of the other two joint venture partners and to limit the Company’s liability to its share of the
contract work. As of January 31, 2008, the fair value of the guarantee is not material.

Debt Guarantee

SAIC Inc. has fully and unconditionally guaranteed the obligations of Science Applications International Corporation, a 100%-
owned subsidiary, under its revolving credit tacility, $300 million 5.5% notes, $550 miillion 6.25% notes, $250 million 7.125%
notes, and $100 million 6.75% notes and certain letters of credit. The Company paid $100 million to settle the 6.75% notes
at maturity on February 1, 2008.

Letters of Credit and Surety Bonds

The Company has outstanding letters of credit aggregating to $166 milion at January 31, 2008, principally related to
guarantees on contracts with domestic commercial and foreign government customers. Cf the total outstanding letters of
credit, $118 million was related to the firm-fixed-price contract with the Greek government described above, $5 million of
which was issued under the Company’s revolving credit facility {(Note 6). The Company also has outstanding surety bonds
aggregating to $169 million, principally related to performance and payment bonds.

Other

The Company is subject to investigations and reviews refating to compliance with various laws and reguiations with respect
to its role as a contractor to agencies and departments of the U.S. Government and in connection with performing services
in countries outside of the United States. Such matters can lead to criminal, civil or administrative proceedings and the

Company could be faced with penalties, fines, repayments or compensatory damages. Adverse findings could also have a
material adverse effect on the Company because of its reliance on government contracts. Although the Company can give
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no assurance, based upon management's evaluation of current matters that are subject to U.S. Government investigations
of which the Company is aware and based on management's current understanding of the facts, the Company does not
believe that the outcome of any such matter would likely have a material adverse effect on its consolidated financial position,
results of operations, cash flows or its ability to conduct business.

During the year ended January 31, 2008, the Company recorded $8 million in costs associated with actions taken to
remediate a data security lapse affecting several customer contracts. As part of the remediation effort, the Company
continues to review its technology assets to evaluate any other areas of potential information security risk.

The Company maintains self-insured medical and workers compensation insurance plans. The Company provided estimated
accruals for claims incurred but not yet reported of $25 million and $27 million as of January 31, 2008 and 2007,
respectively.

The Company is subject to periodic audits by state and locat governments for taxes other than income taxes. The Company
does not believe that the outcome of any othsr such tax matters would have a material adverse effect on its consolidated
financial position, results of operations, cash flows or its ability to conduct business.

The Company is also involved in various claims and lawsuits arising in the normal conduct of its business, none of which, in
the opinion of the Company's management, based upon curent information, will likely have a material adverse effect on the
Company’s consolidated financial position, results of operations, or cash flows or its ability to conduct business.

As a result of a dispute over the proper interpretation of contract pricing terms, the Company has initiated a lawsuit against a
state government customer seeking payment for certain technical services. Although the amount of the claim, based on
three unpaid invoices, is only approximately $40,000, the resolution of the claim is expected to resolve the pricing
interpretation dispute and could have significant implications for the contract going forward. While the Company is confident
in its interpretation of the pricing terms, if the customer’s interpretation prevails, given estimated future tasking over the five
year term of the base contract and the two option years, the Company estimates that this could result in an aggregate loss
on the contract of approximately $5 million to $50 million, with the lower end of the range more likely. The Company has not
recorded a liability for this matter as of January 31, 2008.

In the normal conduct of its business, the Company seeks to monetize its patent portfolio through licensing agreements. The
Company has defended and will continue to defend its patent positions when it believes its patents have been infringed and
is involved in such litigation from time to time. As described in Note 17, the Company sold its Telcordia subsidiary in fiscal
2006. Pursuant to the terms of the definitive stock purchase agreement, the Gompany will receive 50% of any net proceeds
that Telcordia receives in the future in connection with the enforcement of certain patent rights.

Note 19— Supplemental Guarantor Information:

SAIC, Inc. {Parent) has fully and unconditionally guaranteed the obligations of Science Applications International Corporation
{Subsidiary Issuer) under its $300 million 5.5% notes, $550 million 6.25% notes, $250 million 7.125% notes, and $100
million 6.75% notes. The Subsidiary Issuer paid $100 million to settle the 6.75% notes at maturity on February 1, 2008.

The Parent maintains cash and investment balances and issues stock, including stock-based compensation awards, to
employees of the Subsidiary Issuer. The Subsidiary Issuer is the operating subsidiary of the Parent.

As permitted by SEC rules, the following consolidating financial statements are provided as an alternative to filing separate
financial statements of the Subsidiary Issuer. The consolidating financial statements should be read in conjunction with the
consolidated financial statements of the Parent and notes thereto of which this note is an integral part.

The following tables present consolidating financial information for the Parent and the Subsidiary Issuer on an equity method
of accounting since October 16, 20086, the effective date of the reorganization merger. The consolidating staterment of
income and consolidating statement of cash flows for the year ended January 31, 2006 are not presented herein as the
Parent did not fully and unconditionally guarantee the Subsidiary Issuer’s debt described above during such period.
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SAIC, Inc. and Subsidiaries

Consolidating Statements of Income

Year Ended January 31, 2008

Subsidiary

Parent issuer Eliminations Consolidated
{in millions)
Revenues $ — $8,935 $ - $8,935
Costs and expenses:
Cost of revenues - 7,698 - 7,698
Selling, general and administrative expenses - 571 - 571
Operating income - 666 - 666
Non-operating income (expense):
Interest income 70 53 (4] 56
Interest expense - (157) 67 (90)
Minority interest in income of consolidated subsidiaries - 3 - (3)
Other expense, net - {3) - (3)
Equity in net income of consolidated subsidiaries 370 - (370) -
Income from continuing operations before income taxes 440 556 (370} 626
Provision for income taxes 25 215 - 240
Income from continuing operations 415 341 (370} 386
Discontinued operations:
Income from discontinued operations before minority interest in income of
consolidated subsidiaries and income taxes - 40 - 40
Minority interest in income of consolidated subsidiaries 2) {2)
Provision for income taxes - 9 - 9
Income from discontinued operations - 29 - 29
Net income $415 $ 370 $(370) $ 415
Year Ended January 31, 2007
Subsidiary
Parent issuar Eliminations Caonsolidated
{in millions)
Revenues $ — %8061 $ — $8,061
Costs and expenses:
Cost of revenues — 6,974 — 6,974
Selling, general and administrative expenses - 515 — 515
Operating income — 572 - 572
Non-operating income {expense):
Interest income 18 100 (2} 116
Interest expense - (94) 2 (92)
Minority interest in income of consofidated subsidiaries - 5 — (5}
Other income, net - 5 - 5
Equity in net income of consolidated subsidiaries 100 - {100) -
Income from continuing operations before income taxes 118 578 {100) 596
Provision for income taxes 7 224 — 231
Income from continuing operations 111 354 (100) 365
Discentinued operations:
Income from discontinued operations before minority interest in income of
consolidated subsidiaries and income taxes - 40 - 40
Minority interest in incorne of consolidated subsidiaries ()] S
Provision for income taxes — 5 - 5
Income from discontinued operations — 26 — 26
Net income $111  § 380 $(100) $ 391
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SAIC, Inc. and Subsidiaries
Consolidating Balance Sheets

January 31, 2008

Subsidiary
Parent Issuer Eliminations Consolidated
{in millions)
ASSETS
Current assets;
Cash and cash equivalents $ — $5100% $ - $1,006
Receivables, net - 1,886 - 1,886
Inventory, prepaid expenses and other current assets - 255 - 255
Total current assets - 3,237 - 3,237
Property, plant and equipment, net - 393 - 393
Intangible assets, net - 102 - 102
Goodwill - 1,077 - 1,077
Deferred income taxes - m - A
Other assets 1,187 101 (1,187) 101
Investment in consolidated subsidiaries 743 - {743) -
$1,930 $4,981 $(1,930) $4,981
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable and accrued liabilities $ 6 $1,105 8 - $1,111
Accrued payroll and employee benefits — 562 - 562
Income taxes payable —_ 29 - 29
Notes payable and long-term debt, current portion - 130 - 130
Total current liabilities 6 1,826 - 1,832
Notes payable and long-term dabt, net of current portion - 2,285 (1,187) 1,008
Other long-term liabilities - 150 - 150
Total stockholders' equity 1,924 720 {743) 1,901
$1,930 $4,981 $(1,930) $4,981
January 31, 2007
Subsidiary
Parent |ssuer Bliminations Consolidated
{in: mifiions)
ASSETS
Current assets:
Cash and cash equivalents $ 922 § 187 $ - $1,109
Receivables, net - 1,598 - 1,598
Inventory, prepaid expenses and other current assets 270 186 (266) 190
Assets of discontinued operations - 85 — 85
Total current assets 1,192 2,056 (266) 2,982
Property, plant and equipment, net - 382 — 382
Intangible assets, net — 109 — 109
Goodwil - 920 - 920
Deferred income taxes — 57 - 87
Other assets - 109 - 109
Investment in consolidated subsidiaries 373 — (373) —
$1,565 _ $3.633 $ {639 $4,559
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable and accrued liabilities $ 2 %1062 $ (32 $1,032
Accrued payroll and employee benefits — 507 — 507
Income taxes payable - 73 - 73
Notes payable and long-term debt, current portion - 263 (234) 2g
Liahilities of discontinued operations — 25 — 25
Total current liabilities 2 1,830 (266) 1,666
Notes payable and long-term debt, net of current portion - 1,199 - 1,199
Other long-term liabilities - 102 - 102
Minority interest in consclidated subsidiaries — 56 - 56
Total stockholders’ equity 1,563 346 {373} 1,536
$1,565 $3.633 $ (639) $4,559
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SAIC, Inc. and Subsidiaries

Consolidating Statements of Cash Flows

Year Ended January 31, 2008

Subsidiary
Parent Issuer Eliminations Consolidated
(in millions}
Cash flows provided by operations $ 68 8§ 277 $— $ 345
Cash flows used in investing activities - (203) - {203)
Cash flows provided by (used in) financing activities {990) 833 — {157)
Increase {decrease) in cash and cash equivalents from continuing operations (922) 907 - {15)
Cash flows used in discontinued operations - {2) - {2}
Total increase (decrease) in cash and cash equivalents (922) 905 - {17}
Cash and cash equivalents at beginning of year — continuing opsrations 922 187 - 1,109
Cash and cash equivalents at beginning of year—discontinued operations - 4 - 4
Cash and cash equivalents at beginning of year 922 191 - 1,113
Cash and cash equivalents at end of year $ — 51,00 $— $1,096
Year Ended January 31, 2007
Subsidiary
Parent Issuer  Eliminations  Gonsofidated
{in millions)

Cash flows provided by operations $14 8§ 679 $— $ 893
Cash flows provided by investing activities - 1,211 - 1,211
Cash flows provided by {used in) financing activities 208  {2,741) - {1,833)
Increase (decrease) in cash and cash equivalents from continuing operations 922 (851) — 71
Cash flows provided by discontinued operations ~ 7 — 7
Total increase (decrease) in cash and cash equivalents 922 (844) — 78
Cash and cash equivalents at beginning of year— continuing operations - 1,001 — 1,001
Cash and cash equivalents at beginning of year—discontinued operations — 34 — 34
Cash and cash equivalents at beginning of year — 1,035 - 1,035
Cash and cash equivalents at end of year—continuing operations 922 187 - 1,109
Cash and cash equivalents at end of year—discontinued operations — 4 - 4
Cash and cash equivalents at end of year 3922 $ 191 $— $1,113
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Note 20— Selected Quarterly Financial Data (Unaudited):

Selected unaudited financial data for each guarter of the last two years is as follows:

First Second

Quarter™  Quarter®

Third

Cuarter

Fourth
Quarter

{in millions, except per share amounts)

Fiscal 2008

Revenues $2,011  $2,222
Operating income $ 136 $ 173
Income from continuing operations $ 75 $§ 99
Income (loss} from discontinued operaticns $ 5 $§ 32
Net income $ 80 $ 131
Basic earmnings per share @ $ 20 $ .32
Diluted earnings per share @ $ 19 $§ .31
Fiscal 2007

Revenues $1,897 $1,994
Operating income $ 138 § 151
Income from continuing operations $ 91 $ 100
Income: from discontinued operations $ 15 § 3
Net income $ 1068 $ 103
Basic earnings per share® $ 32 § .31
Diluted earnings per share @ $ 31 § 30

() Amounts for the first quarter of fiscal 2008 as well as all quarters for fiscal 2007 have been reclassified to conform to the
presentation of AMSEC LLC (other than the divisions and subsidiaries that the Company acquired in the reorganization

transaction as described in Note 17} as discontinued operations.

$2,365

LR R R

186
109
{4}
105
26
25

$2,081

3
$
$
$
&

$

149
80
8
98
29
.28

$2,337
$ 171
$ 103
$ @
$ 99
$ .25
$ .24
82,089
$ 142
$ 84
$ —_
$ 84
$ .21
$ 20

@  Earnings per share are computed independently for each of the quarters presented and therefore may not sum to the total for

the year.
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From Science to Solutions

SAIC, INC.
10280 Campus Point Drive
San Diego, California 92121

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held May 30, 2008

The Annual Meeting of Stockholders of SAIC, Inc., a Delaware corporation (the “Company”), will be held at the SAIC
Conference Center, 1710 SAIC Drive, McLean, Virginia, on Friday, May 30, 2008, at 1:00 p.m. (local time). For the
convenience of our employees and stockholders, the meeting will be audio webcast simultaneousty to the public through a
link on the Investor Relations section of our website (www. saic.com). In addition, the SAIC Proxy Statement and Annual
Report are available at wwa3.ics.adp.com/streetlink/saic. Information on our website, other than these materials, is not a
part of the proxy solicitation materials. The Annual Meeting is being held for the following purposes:

1. Toelect 12 directors;
2. To approve an amendment to our 2006 Equity Incentive Plan;

To ratify the appointment of Deloitte & Touche LLP as our independent registered public accounting firm for the
fiscal year ending January 31, 2009; and

4. To transact such other business as may properly come before the meeting or any adjournments, postponements
or continuations thereof,

Only stockhelders of record at the close of business on April 1, 2008, are entitled to notice of and to vote at the Annual
Meeting and at any and all adjournments, postponements or continuations thereof. A list of stockholders entitled to vote at
the meeting will be available for inspection at 10010 Campus Point Drive, San Diego, California, and 1710 SAIC Drive,
McLean, Virginia, for at least 10 days prior to the meeting and will also be available for inspection at the mesting.

By Order of the Board of Directors
Douglas E. Scott

Executive Vice President,
General Counsel and Corporate Secretary

San Diego, California
April 24, 2008

YOUR VOTE IS IMPORTANT

You are cordially invited to attend the Annual Meeting. However, to ensure that your shares are represented at
the meeting, please submit your proxy or voting instructions (1) over the Internet, (2) by telephone or (3) by
mail. For specific instructions regarding how to vote, please refer to the questions and answers beginning on
the first page of this proxy statement or the instructions on the proxy and voting instruction card. Submitting a
proxy or voting instructions will not prevent you from attending the Annual Meeting and voting in person, if you
so desire, but will help us secure a quorum and reduce the expense of additional proxy solicitation.
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From Science to Solutions

SAIC, INC.
10260 Campus Point Drive
San Diego, California 92121

ANNUAL MEETING OF STOCKHOLDERS
To Be Held May 30, 2008

PROXY STATEMENT

This proxy staternent is being furnished to the stockholders of SAIC, inc., a Delaware corporation (the "Company”), in
connection with the solicitation of proxies by our Board of Directors for use at the Annual Meeting of Stockholders of the
Company (the “Annual Meeting”} to be held at the SAIC Conference Center, 1710 SAIC Drive, McLean, Virginia, on Friday,
May 30, 2008, at 1:00 p.m. (focal time) and at any and all adjournments, postponements or continuations thereof. In this
proxy statement, we use the terms “Company,” "we,” “us” and "our" to refer collectively to SAIC, Inc. and its 100%-owned
subsidiary, Science Applications International Corporation. This proxy statement and the proxy and voting instruction card
are first being mailed or delivered to the stockholders of the Company on or about April 24, 2008,

INFORMATION ABOUT THE ANNUAL MEETING

What is the purpose of the Annual Meeting?
At the Annual Meeting, the stockhotders of the Company are being asked to consider and vote upon the following matters:
1. The election of 12 directors;
An amendment to our 2006 Equity Incentive Plan;

3. The ratification of the appointment of Deloitte & Touche LLP as the Company's independent registered public
accounting firm for the fiscal year ending January 31, 2009; and

4. Such other business as may property corme before the meeting ar any adjcurnments, poestponements ot
continuations thereof.

When and where will the Annual Meeting be held?

The Annual Meeting will be held at the SAIC Conference Center, 1710 SAIC Drive, McLean, Virginia, on Friday, May 30,
2008, at 1:00 p.m. (local time),

Who can attend the Annual Meeting?

All stockholders or their duly appointed proxies may attend the meeting.

INFORMATION ABOUT VOTING RIGHTS AND SOLICITATION OF PROXIES

Who is entitled to vote at the Annual Meeting?

Only stockholders of record of our common stock, par value $0.0001 per share (“common stock”}, and our class A preferred
stock, par value $0.0001 per share (“class A preferred stock”), as of the close of business on our record date of April 1,
2008, are entitled to notice of and to vote at the Annual Meeting. As of April 1, 2008, there were 184,367,019 shares of
common stock and 227,874,267 shares of class A preferred stock outstanding. We have no other class of capital stock
outstanding. The common stock and the class A preferred stock vote together as a single class on all matters.

What constitutes a guorum?

The presence, either in person or by proxy, of the helders of a majority of the total voting power of the shares of common
stock and class A preferred stock outstanding as of Aprit 1, 2008, is necessary to constitute a quorum and to conduct
business at the Annual Meeting. Abstentions and broker “non-votes” will be counted as present for purposes of determining
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INFORMATION ABOUT VOTING RIGHTS AND SOLICITATION OF PROXIES

the presence of a quorum. A broker “non-vote” occurs when a broker, bank or other nominee holding shares for a beneficial
owner does not vote on a particular proposal because the nominee does not have discretionary voting power with respect to
that matter and has not received voting instructions from the beneficial owner. Because broker “non-votes” are not
considered entitled to vote, they will have no effect on the outcome other than reducing the number of shares present in
person or by proxy and entitled to vote from which a majority is calculated.

How many votes am | entitled to?

Each holder of common stock will be entitled to one vote per share and each holder of class A preferred stock will be
entitled to 10 votes per share, in person or by proxy, for each share of stock held in such stockholder’s name as of April 1,
2008, on any matter submitted to a vote of stockholders at the Annual Meeting. However, in the election of directors, all
shares are entitled to be voted cumulatively. Accordingly, in voting for directors: (i) each share of common stock is entitled to
as many votes as there are directors to be elected; (i) each share of class A preferred stock is entitled to 10 times as many
votes as there are directors to be elected and (i) each stockholder may cast all of such votes for a single nominee or
distribute them among any two or more nominees as such stockholder chooses. To apportion your votes among two or
more nominees other than on a pro rata basis, you must either submit your proxy or voting instructions using a proxy and
voting instruction card or by ballot in person at the Annual Meeting, stating explicitly how you intend to apportion your votes.
You may not submit your proxy or voting instructions over the Internet or by telephone if you wish to distribute your votes
unevenly among two or more nominees. Unless otherwise directed, shares represented by properly executed proxies wil be
voted at the discretion of the proxy holders so as to elect the maximum number of the Board of Directors’ nominees that
may be elected by cumulative voting.

How do | vote my shares?

Shares of common stock and class A preferred stock represented by a property executed and timely proxy will, unless it has
previously been revoked, be voted in accordance with its instructions. In the absence of specific instructions, the shares
represented by a properly executed proxy will be voted as follows:

» FOR the election of directors so as to elect the maximum number of the Board of Directors’ nominees that may be
elected by cumulative voting;

« FOR the approval of an amendment to our 2008 Equity Incentive Flan; and
» FOR the ratification of the appointment of Deloitte & Touche LLP as the Company’s independent registered public
accounting firm for the fiscal year ending January 31, 2009,

No other business is expected to come before the Annual Meeting; however, should any other matter property come before
the Annual Meeting, the proxy holders intend to vote such shares in accordance with their best judgment on such matter.

There are four different ways to vote your shares:

By Internet: You may submit a proxy or voting instructions over the Internet up untit 11:59 p.m. Eastern time on May 27,
2008 by following the instructions at www.proxyvote.com.

By Telephone: You may submit a proxy or voting instructions by calling 1-800-690-6903 up until 11:59 p.m. Eastem time on
May 27, 2008 and following the instructions.

By Mail: If you received your proxy materials via the U.S. mail, you may complete, sign and return the accompanying proxy
and voting instruction card in the postage-paid envelope provided.

In Person: You may attend the meeting at the SAIC Conference Center in McLean, Virginia, and vote in person.

Submitting a proxy will not prevent a stockholder from attending the Annual Meeting and voting in person. Any proxy may be
revoked at any time prior to exercise by delivering a written revocation or a new proxy bearing a later date to the Corporate
Secretary of the Company as described below or by attending the Annual Meeting and voting in person. The mailing address
of the Corporate Secretary is 10260 Campus Point Drive, San Diego, California 92121. Attendance at the Annual Meeting
will not, however, in and of itself revoke a proxy.

How are the shares heid by the Retirement Plans voted?

Each participant in the Science Applications International Corporation Retirement Plan (the “SAIC Retirement Plan™) and the
Telcordia Technologies 401(k) Savings Plan of Telcordia Technologies, Inc., a wholly-owned subsidiary of the Company prior
to its sale on March 15, 2005 (the "Telcordia Plan”) {collectively, the "Retirement Plans") has the right to instruct Vanguard
Fiduciary Trust Company, as trustee of the Retirement Plans (the “Trustee”), on a confidential basis as to how to vote his or
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her proporticnate interests in all allocated shares of common stock and class A preferred stock held in the Retirement Plans.
The Trustee will vote all allocated shares held in the Retirement Plans for which no voting instructions are received, together
with all unallocated shares held in the Retirement Plans, in the same proportion, on a plan-by-plan basis, as the aflocated
shares for which voting instructions have been received. The Trustee's duties with respect to voting the common stock and
class A preferred stock in the Retirement Plans are governed by the fiduciary provisions of the Employee Retirement Income
Security Act of 1974, as amended {"ERISA"). The fiduciary provisions of ERISA may require, in certain limited circumstances,
that the Trustee override the votes of participants with respect to the common stock and class A preferred stock held by the
Trustee and to determine, in the Trustee’s best judgment, how to vote the shares.

How are the shares held by the Stock Plans voted?

Under the terms of our Stock Compensation Plan, Management Stock Compensation Plan and Key Executive Stock Deferral
Plan {collectively, the “Stock Plans”), Wachovia Bank, N.A, ("Wachovia"), as trustee of the Stock Plans, has the power to vote
the shares of class A preferred stock held by Wachovia in the Stock Flans. Wachovia will vote all such shares in the same
proportion that the other stockholders of the Company collectively vote their shares of common stock and class A preferred
stock.

What is the difference between a “stockholder of record” and a “beneficial” holder?

These terms describe how your shares are held. If your shares are registered directly with BNY Mellon Shareowner Services,
our transfer agent, then you are a “stockholder of record” with respect to these shares. If your shares are held in an account
at a broker, bank, trust or other similar organizaticn, then you are a “peneficial” holder. The organization holding your
account is considered the stockholder of record for purposes of voting at the Annual Meeting. As a beneficial owner you
have the right to direct that organization on how to vote the shares held in your account. If you wish to vote in person at the
Annual Meeting, you must obtain a valid proxy from the organization holding the shares.

Who is soliciting these proxies?

The Company is soliciting these proxies and the cost of the solicitation will be bome by the Company, including the charges
and expenses of persons holding shares in their name as nominee incurred in connection with forwarding proxy materials to
the beneficial owners of such shares. In addition to the use of the mail, proxies may be solicited by our officers, directors and
regular employees in person, by telephone or by email. Such individuals will not be additionally compensated for such
solicitation but may be reimbursed for reasonable out-of-pocket expenses incurred in connection with such solicitation.

What is “householding” and how does it affect me?

The Company has adopted a procedure approved by the Securities and Exchange Commission, or SEC, called
“householding.” Under this procedure, we send only one Annual Report and Proxy Statement to eligible stockholders who
share a single address, unless we have received instructions to the contrary from any stockholder at that address. This
practice is designed to reduce our printing and postage costs. Stockholders who participate in householding will continue to
receive separate proxy cards. We do not use householding for any other stockholder mailings.

If you are a registered stockholder residing at an address with other registered stockholders and wish to receive a separate
copy of the Annual Report or Proxy Statement, or if you do not wish to participate in householding and prefer to receive
separate copies of these documents in the future, please contact our mailing agent Broadridge, either by calling toll-free

at 1-800-542-1061, or by writing to Broadridge, Householding Department, 51 Mercedes Way, Edgewood, NY 11717 1
you own shares through a bank, broker or other nocminee, you should contact the nominee concerning householding
procedures. The company shall promptly deliver a separate copy of the Annual Report or Proxy Statement to you upon
request.

If you are eligible for householding, but you and other stockholders of record with whom you share an address currently
receive multiple copies of the Annual Report and Proxy Statement and you wish to receive a single copy of each of these
documents for your household, please contact our mailing agent, Broadridge, as indicated above.

NOTICE OF INTERNET AVAILABILITY OF PROXY MATERIALS

The SAIC Proxy Statement and Annual Report are available at ww3.ics.adp.com/streetiink/saic.
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PROPOSAL |—ELECTION OF DIRECTORS

Qur Board of Directors has recommended 12 nominees for election as directors. Our amended certificate of incorporation
provides for the annual election of directors and the number of directors is currently set at 12 directors.

Nominees for Directors

At the Annual Meeting, 12 directors are to be elected to serve for one-year terms or until their successors are elected and
qualified. All nominees have been nominated by the Board of Directors based on the recommendation of the Nominating and
Corporate Governance Committee. To the best knowledge of the Board of Directors, all of the nominees are, and will be,
able and willing to serve. Each nominee has consented to be named in this proxy statement and to serve if elected.

Unanimous Recommendation of the Board of Directors; Vote Required

The Board of Directors unanimously recommends a vote FOR each nominee. The nominees who receive the most
“FOR" votes will be elected as directors, and abstentions ang withheld votes will generally not have an effect on the outcome
of this vote. The Board of Directors, however, has adopted a policy whereby any nominee for director in an uncontested
election {i.e., an election in which the number of nominees does not exceed the number of directors to be elected) who
receives a greater number of votes "withheld" from his or her election than voted “for" such election will tender his or her
resignation for consideration by the Nominating and Corporate Governance Committee. In such a circumstance, the
Nominating and Corporate Governance Committee wilt recommend to the Board of Directors the action to be taken with
respect to such offer of resignation, and the Board of Directors will promptly disclose its decision as to whether to accept or
reject the tendered resignation in a press release, current report on Form 8-K filed with the Securities and Exchange
Commission or some other tegally acceptable manner.

Shares of common stock and class A preferred stock represented by properly executed, timely received and unrevoked
proxies will be voted in accordance with the instructions indicated thereon. In the absence of specific instructions, the shares
represented by properly executed proxies will be voted “FOR” the election of directors so as to elect the maximum number
of the Board of Directors’ nominees that may be elected by cumulative voting. In the event that any of the nominees listed
below should become unable o stand for election at the Annual Meeting, the proxy holders intend to vote for any person
designated by the Beard of Directors to replace the nominee unable to serve.

Nominees for Election to the Board of Directors

Set forth below is a brief biography of each nominee for election as a director. Ages are as of April 1, 2008. All references
below to duration of service as one of our directors include service as a director of Science Applications International
Corporation.

NOMINEES FOR ELECTION AS DIRECTORS

France A. Cérdova, age 60

Director Director since 2008
Dr. Cérdova has been president of Purdue University since 2007. She was chancellor at the University of California,
Riverside, from 2002 to 2007, and was vice chancellor for research and professor of physics at University of California,
Santa Barbara from 1996 to 2002. Dr. Cérdova served as chief scientist of the National Aeronautics and Space
Administration from 1993 to 1996 and headed the Department of Astronomy and Astrophysics at Pennsylvania State
University from 1989 to 1993. Dr. Cérdova is also a member of the Board of Directors of Edison International.

Kenneth C. Dahlberg, age 63

Chief Executive Officer and Chairman of the Board of Directors Director since 2003
Mr. Dahlberg has served as Chairman of the Board since July 2004 and Chief Executive Officer and director since
November 2003. He served as President from November 2003 to March 20086. Prior to joining us, Mr. Dahlberg served
as Corporate Executive Vice President of General Dynamics Corp. from March 2001 to October 2003. He served as
President of Raytheon Intemational from February 2000 to March 2001, and he served as President and Chief
Operating Officer of Raytheon Systems Company from 1997 to 2000. Mr. Dahlberg held various positions with Hughes
Aircraft from 1967 to 1997. Mr. Dahlberg is also a member of the Board of Directors of Teledyne Technologies,
Incorporated.

Wolfgang H. Demisch, age 63

Director Director since 1990
Mr. Demisch has been a principal of Demisch Associates LLC, a consulting firm, since 2003. He was a Managing
Director of Dresdner Kleinwort Wasserstein, formerly Wasserstein Perella Securities, Inc., from 1998 to 2002. From
1993 to 1998, he was a Managing Director of BT Alex. Brown, and from 1988 to 1993, he was a Managing Director of
UBS Securities, Inc.
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Jere A. Drummond, age 68

Director Director since 2003
Mr. Drummond was employed by BellSouth Corporation from 1962 until his retirement in December 2001. He served as
Vice Chairman of BellSouth Corporation from January 2000 until his retirement. He was President and Chief Executive
Officer of BellSouth Communications Group, a provider of traditional telephone operations and products, from January
1998 until December 1999, He was President and Chief Executive Officer of BellSouth Telecommunications, Inc. from
January 1895 until December 1997. Mr. Drummond is also a member of the Boards of Directors of Borg-Warner
Automotive, AirTran Holdings, Inc. and Centillium Communications, Inc.

John J. Hamre, age 57

Director Director since 2005
Dr. Hamre has served as the President and Chief Executive Officer of the Center for Strategic & International Studies, a
public policy research institution, since 2000. Dr. Hamre served as U.S. Deputy Secretary of Defense from 1997 to 2000
and Under Secretary of Defense (Comptroller) from 1993 to 1997. Dr. Hamre is also a member of the Boards of
Directors of ChoicePoint, Inc., [TT Industries, Inc. and MITRE Corporation.

Miriam E. John, age 59

Director Director since 2007
Dr. John retired from Sandia National Laboratories, a science and engineering laboratory, in September 2006, after
having served as Vice President of Sandia’'s California Division from April 1999 to September 2006. She previously
served in a number of managerial and technical roles for Sandia from 1982 to 1999. Dr. John is a member of the
Department of Defense’s Defense Science Board and Threat Reduction Advisory Committee and the National Research
Council’s Naval Studies Board.

Anita K, Jones, age 66

Director Director since 1998
Dr. Jones is the Quarles Professor of Engineering at the University of Virginia, where she has taught since 1989. From
1893 to 1997, Dr. Jones was on leave of absence from the University to serve as Director of Defense Research and
Engineering of the U.S. Department of Defense. Dr. Jones also served as a director of the Company from 1987 to 1993,

General John P. Jumper (USAF Retired), age 63 ‘

Director Director since 2007
General Jumper retired from the United States Air Force in 2005. From September 2001 to November 2005, General
Jumper was the Chief of Staff of the United States Air Force, serving as the senior uniformed Air Force officer responsible for
the organization, training and equipping of active-duty, guard, reserve and civilian forces serving in the Uinited States and
overseas, As a member of the Joint Chiefs of Staff, General Jumper functioned as a military advisor to the Secretary of
Defense, National Security Council and the President. General Jumper is aiso a member of the Boards of Directors of
Goodrich Corporation, Jacobs Engineering Group Inc., TechTeam Global, Inc. and Somanetics Corporation.

Harry M.J. Kraemer, Jr., age 53

Director Director since 1997
Mr. Kraemer has been an executive partner of Madison Dearborn Partners, LLC, a private equity investment firm, since
Aprit 2005, and has served as a professor at the Kellogg School of Management at Northwestern University since
January 2005. Mr. Kraemer previously served as the Chairman of Baxter International, Inc., a health-care products,
systemns and services company, from January 2000 until April 2004, as Chief Executive Officer of Baxter from January
1998 until April 2004, and as President of Baxter from April 1997 until April 2004, Mr. Kraemer also served as the Senior
Vice President and Chief Financial Officer of Baxter from November 1993 to April 1897. Mr. Kraemer is also a member
of the Board of Directors of Sirona Dental Systems, Inc.

Edward J. Sanderson, Jr., age 59

Director Director since 2002
Mr. Sanderson retired from Oracle Corporation in 2002 as an Executive Vice President after having served since 1995.
At Qracle, Mr. Sanderson was responsible for Oracle Product Industries, Oracle Consulting and the Latin American
Division, Prior to Oracle, he was President of Unisys World-wide Services and a partner at both McKinsey & Company
and Accenture {formerly Andersen Consulting).

Louis A. Simpson, age 71

Director Director since 2006
Mr. Simpson has served as President and Chief Executive Officer, Capital Operations, of GEICO Corporation, an
automobile insurance company, since May 1993. Mr. Simpson previously served as Vice Chairnan of the Board of
Directors of GEICO from 1985 to 1893, Mr. Simpson is also a member of the Board of Directors of VeriSign, Inc.

A. Thomas Young, age 69

Lead Director Director since 1995
Mr. Young retired from Lockheed Martin Corp. in 1995 after having served as an Exscutive Vice President from March 1995
to July 1995. Prior to its merger with Lockheed Corporation, Mr. Young served as the President and Chief Operating Officer
of Martin Marietta Corp. from 1280 to 1995. Mr. Young is also a member of the Board of Directors of Goodrich Corporation.
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Corporate Governance Guidelines

Our Board of Directors recognizes the importance of strong corporate governance as a means of addressing the various
needs of our stockholders, employees, customers and other stakeholders. As a result, our Board of Directors has adopted
Corporate Governance Guidelines which, together with the Company’s certificate of incorporation, bylaws, committee
charters and other key governance practices and policies, provide the framework for the Company’s corporate govemance.
Our Corporate Governance Guidelines cover a wide range of subjects, including criteria for determining the independence
and qualification of our directors. These guidelines are available in print to any stockholder who requests them and are also
available on our website at www.saic.com by clicking on the link entitied "Investor Relations” and then on the link entitled
“Corporate Governance.” The Board recognizes that ensuring that the Company observes good corporate governance
practices is an ongaing endeavor. The Nominating and Corporate Governance Commiittee regularly reviews corporate
governance developments and recommends revisions to these Corporate Govemance Guidelines as necessary to promote
the best interests of the Company and its stockholders and comply with all applicable laws, regulations and stock exchange
requirements.

Code of Ethics

The Company's Standards of Business Ethics and Conduct Handbook contains the policies, principles and practices
applicable to all officers, employees and agents of the Company. In addition, our principal executive officer and our senior
financial officers are also subject to the Code of Ethics for Principal Executive Officer and Senior Financial Officers, which
contains additional policy guidelines and procedures relating to legal and ethical standards for conducting company
business. These documents are available in print to any stockholder who requests them by contacting our Corporate
Secretary and are also available on our website at www.saic.com by clicking on the links entitled “Investor Relations,”
“Corporate Governance” and then on “Code of Ethics.”

Director Independence

The Board of Directars annually determines the independence of each of our directors and nominees in accordance with the
Corporate Governance Guidelines. These guidelines provide that "independent” directors are those who are independent of
management and free from any relationship that, in the judgment of the Board of Directors, would interfere with their exercise
of independent judgment. No director qualifies as independent unless the Board of Directors affirmatively determines that the
director has no material relationship with the Company (gither directly or as a partner, shareholder or officer of an
organization that has a relationship with the Company). The Board of Directors has established independence standards set
forth in the Corporate Governance Guidelines that include all elements of independence required by the listing standards of
the New York Stock Exchange.

All members of the Audit, Compensation and Nominating and Corporate Governance Committees must be independent
directors as defined by the Corporate Governance Guidelines, Members of the Audit Committee must also satisfy a separate
independence requirement pursuant to the Securities Exchange Act of 1934, as amended, which requires that they may not
accept directly or indirectly any consulting, advisory or other compensatory fee from the Company or any of its subsidiaries
other than their directors’ compensation or be an affiliated person of the Company or any of its subsidiaries.

Each year, our directors are obligated to complete a questionnaire which requires them to disclose any transactions with the
Company in which the director or any member of his or her immediate family might have a direct or potential conflict of
interest. Based on its review, the Board of Directors determined that ali of its non-employee directors, each of whom is
named below, are independent under its guidelines and free from any relationship that would interfere with the exarcise of
their independent judgment:

France A. Cérdova John P. Jumper
Wolfgang H. Demisch Harry M.J. Kraemer, Jr.
Jere A. Drummond Edward J. Sanderson, Jr.
John J, Hamre Louis A. Simpson

Miriam E. John A. Thomas Young

Anita K. Jones

Our current employee director, Kenneth C. Dahlberg {our Chairman and Chief Executive Officer), was not considered
independent since he is an officer and employee of the Company. Similarty, Joseph P. Walkush {an Executive Vice President)
who served as a director for part of the fiscal year ended January 31, 2008 (“fiscal 20087}, also was not deemed to be
independent. Currently, A. Thomas Young serves as the Company’s Lead Director.

6 SAIC, Inc. Proxy Statement



CORPORATE GOVERNANCE

Board of Directors Meetings and Committees

During fiscal 2008, the Board of Directors held 13 meetings of the entire board and six meetings of only the independent
directors. Each regularty scheduled meeting of the Board of Directors includes an executive session of the independent
directors. A. Thomas Young, the Lead Director, presides at all regularly scheduled executive sessions of the independent
directors of the Company as provided by its Corporate Governance Guidelines. Average attendance at such meetings of the
Board of Directors was 92.7%. During fiscal 2008, all incumbent directors attended at least 88% of the aggregate of the
meetings of the Board of Directors and committees of the Board of Directors on which they served. In addition, all directors
except Harry M.J. Kraemer, Jr. attended the 2007 Annual Meeting of Stockholders. It is the Company’s policy that all
directors attend our annual meetings.

The Board of Directors has the following principal standing committees: an Audit Committee, a Compensation Committee,
an Ethics and Corporate Responsibility Committee, a Finance Committee and a Nominating and Corporate Governance
Committee. The charters of these committees are available in print to any stockholder who requests them and are also
available on our website at www.saic.com by clicking on the links entitled “Investor Relations,” “Corporate Governance” and
then "Board Committees.” '

Audit Committee

The current members of the Audit Committee are Harry M.J. Kraemer, Jr. {Chairperson), Wolfgang H. Demisch, Jere A,
Drummond, Anita K. Jones and John P. Jumper. The Board of Directors has determined that each of the members of the
Audit Committes is independent for purposes of our Corporate Governance Guidelines, as well as for purposes of the
requirements of the Securities Exchange Act of 1934, as amended. In addition, the Board of Directors has determined that
Wolfgang H. Demisch, Jere A. Drummend, John P. Jumper and Harry M.J. Kraemer, Jr. qualify as Audit Committee
“financial experts" as defined by the rules under the Securities Exchange Act of 1934, as amended. The backgrounds and
experience of the Audit Committee financial experts are set forth above in “Proposal |—Election of Directors.” The
responsibilities of the Audit Committee are set forth in its charter and fall into the following categories:

» Internal Controls and Disclosure Controls —Review and provide feedback on the assessment performed by
management on internal control over financial reporting; review the internal control assessment with the
independent registered public accounting firm, the intermnal auditor and management; review any major issues as to
the adequacy of the Company's internal control over financial reporting and any special audit steps adopted in light
of control deficiencies; review the disclosure controls and procedures of the Company designed to ensure timely
collection and evaluation of information required to be disclosed in the Company's filings with the SEC or posted on
the Company’s website and review the independent registered public accounting firm’s procedures and
management of the audit relating to internal control over financial reporting.

* Independent Audit—Retain an independent registered public accounting firm for the purpose of preparing or issuing
an audit report on the Company's consolidated financial statements and performing other audit, review or attest
services, preapprove all audit and non-audit services and related fees and evaluate the independent registered
public accounting firm’s qualifications, performance and independence; ensure the firm's objectivity by reviewing
and discussing all relationships between such firm and the Company and its affiliates; obtain and review a report by
the independent registered public accounting firm that describes its internal quality-control procedures and any
material issues raised; review the proposed audit scope and procedures to be utilized; obtain and review a post-
audit report and review all critical accounting policies and practices to be used, major issues regarding accounting
principles and financial statement presentations, analyses prepared by management and/or the independent
registered public accounting firm setting forth significant financial reporting issues and judgments made in
connection with the preparation of the financial statements, the effect of reguiatory and accounting initiatives and
other material written communications between the independent registered public accounting firm and
management.

* internal Audit—Review the qualifications, organizational structure and performance of the interal audit function;
review, approve and update the roliing three-year internal audit plan; receive periodic summaries of findings from
completed internal audits and the status of major audits in process; receive timely notification of any issues or
concerns identified during the course of internal audits and reviews and discuss with the independent registered
public accounting firm the responsibilities, budget and staffing of the Company’s internal audit function.

* Financial Reporting —Review and discuss with management, the independent registered public accounting firm and
the internal auditor the Company’s annual and quarterly consclidated financial statements, including the disclosures
under “Management's Discussion and Analysis of Financial Condition and Results of Operations” that will be
contained in the Company’s Annual Reports on Form 10-K and Quarterly Reports on Form 10-Q; discuss with the
independent registered public accounting firm the auditor's judgments about the quality and not just the
acceptability of accounting principles used to prepare the Company’s consolidated financial statements:; review the
Company'’s responses to any comment letters, inquiries or investigation of the SEC or any national securities
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exchange on which shares of the Company are listed; review the type of information to be disclosed in the
Company's earmings press refeases and discuss the earnings press releases and review any financial information
and eamnings guidance provided to analysts and rating agencies.

» Fthical and Legal Compliance —Review the effectiveness of the Company's system for monitoring compliance with
laws and regulations; establish procedures for the receipt, retention and treatment of complaints regarding
accounting, internal accounting controls or auditing matters (including procedures for receiving and handling
complaints on a confidential and anonymous basis); review and monitor compliance with the code of ethics for the
principal executive officer and senior financial officers; review the code of ethical conduct and reporting applicable to
the Company's in-house and outside attorneys and receive, evaluate and handle any complaints submitted to or
reported to the Audit Committee.

¢ (ther Responsibilities —Discuss and evaluate the Company's guidelines and policies regarding risk assessment and
risk management; discuss the Company's major financial risk exposures and the steps management has taken to
monitor and control such exposures and review the Company's litigation, government investigation and legal
compliance matters for the purpose of determining the adequacy and appropriateness of the Company’s financial
reserves and control processes.

The Audit Committee held ten meetings during fiscal 2008.

Compensation Committee

The current members of the Compensation Committee are Edward J. Sanderson, Jr. (Chairperson), France A. Cdrdova,
Miriam E. John and Harry M.J. Kraemer, Jr. The Board of Directors has determined that each of the members of the
Compensation Committee is independent for purposes of our Corporate Governance Guidefines. The responsibilities of the
Compensation Committee are set forth in its charter and include:

s determining the compensation of our Chief Executive Officer and reviewing and approving the compensation of our
other executive officers;

» exercising all rights, authority and functions under all of our stock, retirement and other compensation plans;
* approving and making recommendations to the Board of Directors regarding non-employee director compensation;

* preparing an annuai report on executive compensation for inclusion in our proxy statement or annual report on Form
10-K in accordance with the rules and regulations of the Securities and Exchange Commission and

« providing guidance and monitoring the formulation and implementation of human resource management.

in the exercise of its responsibilities, the Compensation Commitiee may detegate such of its authorities and responsibilities
as the Committee deems proper to members of the Committee or to a subcommittee. The Compensation Committee’s
processes and procedures for the consideration and determination of executive compensation are discussed in further detail
under “Compensation Discussion and Analysis” below. The Compensation Committee held 16 meetings during fiscal 2008.
France A. Cordova was appointed to our Board of Directors and the Compensation Committee in February 2008 and was
not involved in the determination of executive compensation for fiscal 2008.

Ethics and Corporate Responsibility Committee

The current members of the Ethics and Corporate Responsibility Committee are Anita K. Jones (Chairperson), France A.
Cardova, Kenneth C. Dahlberg and Miriam E. John. The responsibilities of the Ethics and Corporate Responsibility
Committee are set forth in its charter and include:

¢ reviewing and making recommendations regarding the ethical responsibilities of the Company's employees and
consultants under our administrative pelicies and procedures;

¢ reviewing and assessing our policies and procedures addressing the resolution of conflicts of interest involving the
Company, our employees, officers and directors and addressing any potential conflict of interest involving the
Company and a director or an executive officer;

* reviewing and establishing procedures for the receipt, retention and treatment of complaints regarding violations of
our policies, procedures and standards related to ethical conduct and legal compliance;

* reviewing and evaluating the effectiveness cf our ethics, compliance and training programs and related
administrative policies and

s review the Company’s policies and practices in the areas of corporate responsibility including, safety and protection
of the environment, charitable contributions and such political, social and environmental issues that may affect the
busingss operations, performance, public image or reputation of the Company.
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The Ethics and Corporate Responsibility Committee held five meetings during fiscal 2008.

Finance Committee

The current members of the Finance Committee are Louis A. Simpson (Chairperson), Wolfgang H. Demisch, Edward J.
Sanderson, Jr., and A. Thomas Young. The responsibilities of the Finance Committee are set forth in its charter and include
periodically reviewing and making recormmendations to the Board of Directors and management of the Company
concerning;

s our capital structure, including the issuance of equity and debt securities, the incurrence of indebtedness, payment
of dividends and related matters;

* general financial planning, including cash flow and werking capital management, cépital budgsting and
expenditures, tax planning and compliance and related matters;

* mergers, acquisitions and strategic transactions;

* proposed offers for the purchase or acquisition of all or substantially all of our stock or assets;

* investor relations programs and policies;

* investment policies, financial performance and the funding of our employee bengfit and pension plans and

* any other transactions or financial issues that the Board of Directors or management would like the Committee to
review.

The Finance Committee held eight meetings during fiscal 2008.

Nominating and Corporate Governance Commitiee

The current members of the Nominating and Corporate Governance Committee are Jere A. Drummond (Chairperson}, John
J. Hamre, Louis A, Simpson and A. Thomas Young. The Board of Directors has determined that each of the members of the
Nominating and Corporate Governance Compensation Committee is independent for purposes of our Corporate
Governance Guidelines. The responsibilities of the Nominating and Corporate Governance Committee are set forth in its
charter and include:

* gvaluating, identifying and recommending nominees to the Board of Directors, including nominees proposed by
stockholders;

* reviewing and making recommendations regarding the composition and procedures of the Board of Directors;
* making recommendations regarding the size, composition and charters of the committees of the Board of Directors;
* reviewing and developing long-range plans for Chief Executive Officer and management succession;

* developing and recommending to the Board of Directors a set of corporate governance principles, including
recommending an independent director to serve as the Lead Director and

* developing and overseeing an annual self-evaluation process of the Board of Directors and its committees.
The Nominating and Corporate Governance Committee held five meetings during fiscal 2008.

Director Nominations Process

As indicated, the Board of Directors has delegated to the Nominating and Corporate Governance Committee the
responsibility for recommending nominees for membership on the Board. The Board of Directors believes its membership
should reflect a broad range of experience, knowledge and judgment beneficial to the broad business diversity of the
Company. The Board of Directors expects a high level of commitment from its members and will review a candidate’s other
commitments and service on other boards to ensure that the candidate has sufficient time to devote to the Company. In
recommending nominees for membership on the Board, the Nominating and Corporate Governance Committee has been
directed by the Board to observe the following principles:

* a majority of directors must meet the independence criteria established by the Board of Directors;
¢ based upon the desired numbér of 12 directors, no more than three directors may be employees of the Company;

* only a full-time employee who serves as either the Chief Executive Officer or one of his or her direct reports will be
considered as a candidate for an employee director position and

* no director nominge may be a consultant to the Company.
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It is the policy of the Nominating and Corporate Governance Committee not to nominate candidates for re-election at any
annual stockholder meeting to be held after he or she has attained the applicabie retirement age. The retirement age for
non-employee directors is age 72 and the retirement age for employee directors is age 65.

The Nominating and Corporate Governance Committee utilizes a varisty of methods for identifying and evaluating nominees
for director. The Cormmittee regularly assesses the Board's current and projected strengths and needs by, among other
things, reviewing the Board's current profils, its director membership criteria as stated in the Corporate Governance
Guidelines and our current and future needs. In considering candidates for slection at annual meetings of stockholders, the
Committee first identifies those incumbent directors who have not reached the mandatory director retirement age and who
wish to continue their service on the Board. The Board of Directors and the Committes believe that the continuing service of
qualified incumbent directors promotes stability and continuity, contributing to the Board's ability to work together as a
cofiective body and giving us the benefit of experience and insight that its directors have accumulated during their tenure.
Accordingly, the Committee's process for identifying and evaluating nominees reflects the Committee’s general practice of
re-nominating incumbent directors who the Committee believes continue to satisfy the Board's criteria for membership on
the Board of Directors and who continue to make important contributions to the Board and the Company.

To the extent that vacancies on the Board of Directars are anticipated or otherwise arise, the Committee prepares a target
candidate profile and devetops an initial list of director candidates identified by the current members of the Board, business
contacts, community leaders and members of management. The Committes may also retain a professional search firm to
assist it in developing a list of qualified candidates, although the Committee has not utilized the services of such firms to
date, The Nominating and Corporate Governance Committee would also consider any stockholder recommendations for
director nominees that are properly received.

The Committee then screens and evaluates the resulting slate of director candidates to identify those individuals who best fit
the target candidate profite and Board membership criteria and provides the Board of Directors with its recommendations.
The Board of Directors then considers the recommendations and votes on whether to nominate the director candidate for
election by the stockholders at the annual mesting or to appoint the director candidate to fill a vacancy on the Board.

Stockholder Nominations

Any stockholder may nominate a person for election as a director of the Company by complying with the procedures set
forth in our bylaws. Under Section 3.03 of our bylaws, in arder far a stockholder to nominate a person for election as a
director, such stockholder must give timely notice to our Corporate Secretary prior to the meeting at which directors are to
be elected. To be timely, notice must be delivered to the Corporate Secretary not later than the close of business on the
90th day, nor earfier than the close of business on the 120th day, prior to the first anniversary of the preceding year's annual
meeting. (in the event, however, that the date of the annual meeting is more than 30 days before or more than 70 days after
such anniversary date, notice by the stockholder must be delivered not earlier than the close of business on the 120th day
prior to such annual meeting and not later than the close of business on the 90th day prior to such annual meeting or the
10th day following the day on which public announcement of the date of such annual meeting is first made by the Company,
whichever occurs later).

Such stockholder’s notice must include certain information about the nominee, including his or her name, age, business
address and residence address, principal occupation or employment, the class and number of shares of our capital stock
which are beneficially owned by the person and such other information as would be required to be disclosed in a proxy
statement soficiting proxies for the election of the proposed nominee. In addition, the notice must contain certain information
about the stockholder proposing to nominate that person. The foregoing requirements of Section 3.03 of our bylaws are
deemed satisfied by a stockholder if the stockholder has notified the Company of his or her intention to present a nomination
at an annual meeting in compliance with applicable rules and regulations promulgated under the Securities Exchange Act of
1934, as amended, and such stockholder's nomination has been included in a proxy statement that has been prepared by
us to solicit proxies for such annual meeting. We may require any proposed nominee to furnish such other information as
may reascnably be required to determine the eligibility of such proposed nominee to serve as a director.

Related Party Transactions

The Board of Directors has adopted written policies and procedures for the review and approval of transactions between the
Company and certain “related parties,” which are generally considered to be our directors and executive officers, nominees
for director, holders of five percent or more of our outstanding capital stock and members of their immediate families. The
Board of Directors has delegated to the Ethics and Corporate Responsibility Committee the authority to review and approve
the material terms of any proposed related party transactions. To the extent that a proposed related party transaction may
involve a non-employee director or nominee for election as a director and may be material to a consideration of that person's
independence, the matter is also considered by the Chairman of the Board of Directors and the Chairperson of the
Nominating and Corporate Governance Committee.
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In determining whether to approve or ratify a related party transaction, the Ethics and Corperate Responsibility Commitiee
considers, among other factors it deems appropriate, the potential benefits to the Company, the impact on a director's or
nomminee’s independence or an executive officer’s relationship with or service to the Company, whether the related party
transaction is on terms no less favorable than terms generally available to an unaffiliated third-party under the same or similar
circumstances and the extent of the related party’s interest in the transaction. in deciding to approve a transaction, the
Committee may, in its sole discretion, impose such conditions as it deems appropriate on the Company or the related party.
Any transactions involving the compensation of executive officers, however, are to be reviewed and approved by the
Compensation Committee. If a related party transaction will be ongoing, the Ethics and Corporate Responsibility Committee
may establish guidelines to be followed in the Company’s ongoing dealings with the related party. Thereafter, the Ethics and
Corporate Responsibility Committee, on at least an annual basis, is to review and assess ongoing relationships with the
related party to determine whether they are in compliance with the Committee’s guidelines and that the related party
transaction remains appropriate.

Communications with the Board of Directors

Any interested party may contact directors by writing to them either individually, the independent directors as a group, the
Lead Director or the Board of Directors generally at the following address:

SAIC, Inc.

Attention: Corporate Secretary
10260 Campus Paint Drive, M/S D-7
San Diego, CA 82121

Communications sent to an individual director or to the Lead Director will be forwarded directly to such individual.
Communications sent to the Board of Directors will be forwarded to the Chairman of the Board of Directors and to the Lead
Director. Communications sent to the independent directors as a group will be forwarded to the Lead Director on behalf of all
independent directars.
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COMPENSATION DISCUSSION AND ANALYSIS

Overview and Objectives of Compensation Program

Our compensation program is designed to attract, retain, motivate and reward talented employees who can help contribute
to our long-term financial performance and build value for our stockholders. The Compensation Committee of our Board of
Directors is responsible for overseeing our compensation program, including compensation awarded to our Chief Executive
Officer, Chief Financial Officer and other most highly-compensated executive officers who have been designated as our
Named Executive Officers for fiscal 2008.

In overseeing this program and determining the relevant amounts and types of compensation to be awarded to our
executives, the Compensation Committee considers the following principles:

¢ Compensation Should Be Competitive in the Marketplace. In order to help us attract and retain talented
executives, the amount and type of compensation that we provide needs to be competitive when compared to that
provided by companies with whom we compete for talent.

* Compensation Should Reflect an Individual's Responsibility and Specific Contributions. The amount and
type of compensation awarded to our executive officers should reflect their individual job responsibilities, their
achievement of the performance expectations placed upon them by our Chief Executive Officer, Board of Directors
and Compensation Committee and taking into account their contributions to the Company.

s Compensation Should Reflect Company Performance. A substantial portion of the total compensation
raceived by our executive officers should be directly tied to and contingent upon the performance of the Company
as a whole, including the performance of operational units under their management.

* Compensation Should Focus our Executive Officers on Long-Term Financial Performance. A substantial
portion of the total compensation should be delivered in the form of vesting equity awards, including stock options
and restricted stock, in order to align the long-term interests of our executive officers with those of our stockhelders.

* Compensation Should Be Fair. \ndividual compensation levels should reflect differences in job responsibilities,
geographies and marketplace considerations.

* Perquisites and Personal Benefits Should be Limited in Amount. Any perquisites and other personal benefits
should be modest in amount and limited in nature to those made available t¢ our employees generally.

* Compensation Should Be Cost-Effective. The compensation we provide should be cost-effective and
structured, to the extent possible, to maximize favorable tax and accounting benefits for the Company.

Methodology for Determining Compensation
Operation of the Compensation Committee

The Compensation Committee approves the compensation to be awarded to all of our executive officers, including our
Named Executive Officers. The Compensation Committee consists entirely of independent directors. The dutfes and
responsibilities of our Compensation Committee are set forth in a written charter, which has been approved by our Board of
Directors, and are described in this proxy statement under the caption “Corporate Governance--Board of Directors
Meetings and Committees.”

Role of Compensation Consuitant

The Compensation Committee engages its own independent compensation consultant to provide benchmarking and market
data and to perform analyses and make recommendations to the Committee. The consultant only serves the Committee in
an advisory role and does not decide or approve any compensation actions. Pearl Meyer & Partners served in this consulting
capacity during fiscal 2008 and assisted in identifying peer companies and fabor markets for executive compensation and
performance comparisons, reviewing survey information regarding executive compensation practices of comparable
companies and recommending market competitive compensation levels for our executives, including our Named Executive
Officers. The only services that Pearl Meyer & Partners provided to the Company were advising the Compensation
Committea and assisting in the compilation of data for inciusion in this proxy statement at the request of the Compensation
Committes.

Principal Elements of Compensation

Under the direction of our Compensation Committee, we provide the following principal elements of compensation to our
executive officers, which we collectively refer to as "direct compensation™

* Base salary—We provide a fixed base salary to our executive officers to compensate them for services provided to the
Company during the fiscal year;

s Cash incentive awards—We provide cash incentive awards to our executive officers which vary in amount depending
upon the achievement of certain predetermined goals and objectives for the fiscal year; and
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* Equity incentive awards—We provide equity incentive awards to our executive officers comprised of stock options
and shares of restricted stock which are intended to reward them for prior performance and to motivate them to stay
with the Company and build stockholder value through their future performance.

In addition to these principal elements of direct compensation, we provide our executive officers with other benefits generalty
available to all eligible employees, such as participation in our health and retirement plans. We also provide our executive
officers with certain change-in-control benefits.

Considerations in Determining Direct Compensation

As part of its methodology for determining the relevant amounts of direct compensation to be awarded to our executive
officers, our Compensation Committee considers Company performance and individual performance as measured against
performance goals and criteria, as well as comparative market data for peer companies with whom we compete for
exacutive talent. Cur Compensation Committee reviews and approves the amounts of direct compensation to be provided to
our executive officers for each fiscal year. At the beginning of each fiscal year, the Committee reviews and approves {i) the
amount of base salary to be provided for the upcoming year, (i} the target and maximum amount of the cash incentive
awards that may be earned for the year and the performance goals and criteria upon which the amounts of the awards will
be determined and {jii) the amount of equity incentive awards. At the end of each fiscal year, the Committee approves the
payment of cash incentive awards which are based upon the achievement of the predetermined performance goals and
criteria.

Company Performance

The Committee considers the performance of the Company, including any corporate or operational units under an executive
officer's management. In particular, Company performance determines the amount of any cash incentive awards to be paid
at the end of the fiscal year, as such amounts are principally determined based upon the Company's achievement of
financial and operational objectives set at the beginning of the fiscal year.

Individual Performance

Our Compensation Committee considers individual performance during the prior fiscal year in setting base sataries. As part
of this exercise, the Committee reviews a performance assessment for each of our executive officers, as well as
compensation recommendations provided by the Chief Executive Officer and Executive Vice President for Human
Resources. In addition, the Committee considers whether the executive officer has achieved certain predetermined
objectives applicable to his or her organization, his or her individual contributions to the Company and other leadership
accomplishments. With respect to our Chief Executive Officer, the Compensation Committee meets in executive session and
evaluates his performance based on his achievement of certain performance objectives that were established and agreed-
upon at the beginning of the fiscal year. The Committee also considers the Chief Executive Officer's general contributions to
the Company’s performance and other leadership accomplishments. If any executive officer has demonstrated exceptional
performance that the Compensation Committee determines is not fully recognized through the predetermined incentive
award criteria, such exceptional contributions are generally rewarded in the form of discretionary cash bonuses rather than
increases in base salary. The individual performance goals consist of objectives established relating to matters such as
success in retaining and obtaining new customers; buitding capability through training and retaining workforce and certain
other financial and operational goals.

Comparable Market Data

Finally, the Compensation Committee considers the amount of direct compensation we provide relative to that provided by
peer companies with whom we compete for executive talent with similar rotes and responsibilities. To assist with this effort,
the Compensation Committee engages a national compensation consulting firm to review and benchmark each element of
direct compensation we provide to our executive officers.

For fiscal 2008, Peard Meyer & Partners compared each element of direct compensation we provide to our Chief Executive
Officer and Chief Financial Officer against that provided by other publicly-traded engineering, information technology,
consulting and defense companies, which we refer to as our “Compensation Peer Group.” The Compensation Peer Group
for fiscal 2008 consisted ¢f the following companies:

. Acc_:enture. Ltd. + Electronic Data Systems * Rockwell Collins, Inc.
Corporation
* Affiliated Computer Services, Inc. * Fiserv, Inc. *  Synnex Corporation
* Automatic Data Processing, Inc. * (General Dynamics Corporation * Unisys Corporation
* Computer Sciences Corporation . lL-B Communications Holdings, = ¢ URS Corporation
ne.
* CGl Group, Inc. + Raytheon Company
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This Compensation Peer Group is pericdically reviewed and updated by the Committee and consists of companies that the
Committee believes have similar revenues and industry focus to ours, as well as companies against which we compete for
talent and stockhclder investment. In order to help provide better comparative data and analysis, the Compensation Peer
Group is structured so that ne company within the survey has annual revenues greater than three times or less than
approximately one-third of ours. For comparison purposes for fiscal 2008, our annual revenues were at approximately 106%
of the median revenues of the Compensation Peer Group. We made mincr medifications to our Compensation Peer Group
in fiscal 2008 to eliminate three companies that are no longer considered to be sufficiently reflective of our industry and to
add Raytheon Company, an industry competitor that first met our Compensation Peer Group revenue criteria in fiscal 2008.

In addition to the Compensation Peer Group, Pearl Meyer & Partners also reviewed survey information regarding
compensation that other comparable companies provide o their chief executive officer, chief financial officer and other
members of senior management. These surveys include companies that have similar industry focus to ours. For our Group
Presidents, we compare the compensation we provide against compensation received by peer company managers of
operational units or subsidiaries of similar size to our groups.

The Compensation Committee considers this survey data and analysis when evaluating appropriate levels of direct
compensation. To be competitive in the market for our executive-level talent, the Committee generally will:

» target overall compensation for our executive cfficers at the median compensation levels paid to similarly situated
executives of the companies in the Compensation Peer Group for each element of compensation and overall, although
the actual cash incentive awards paid will vary based on operating performance and may therefore generate
compensation that is higher or lower than the market median;

* award higher levels of compensation, when appropriate, in recognition of the importance or uniqueneass of the role of an
executive officer and

* provide market competitive levels of executive compensation on an ongoing basis, without regard to the executive's
wealth accumulation resulting from prior awards of equity compensation.

Direct Compensation for Fiscal 2008
Compensation Mix

Direct compensation to our Named Exscutive Officers for fiscal 2008 was comprised of (i} a fixed base salary to compensate
them for services provided to the Company during the fiscal year; (i} cash incentive awards based upon the achievement of
certain predetermined goals and objectives for the fiscal year and (i) equity incentive awards comprised of stock options and
shares of restricted stock intended to reward them for prior and future performance, as well as to motivate them to stay with
the Company and build stockholder value.

The charts below depict each principal element of compensation as a percentage of total compensation for (a) our Chief
Executive Officer and (b) our other Named Executive Officers as a group for fiscal 2008,

Pay Mix

CEQ Other Named Executive Officers

19%

18% 19%

Base Salary Restricted Stock D Cash Incentive

Stock Options
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As indicated above, base salary represented a minor portion of overall compensation compared to performance-based cash
incentive awards and equity incentive awards. The allocation of a significant portion of overall compensation to cash
incentive awards demonstrates our Compensation Committee's belief that a substantial portion of total compensation should
reflect the actual achievement of predetermined individual and company goals. The allocation of a major portion of
compensation in the form of restricted stock and stock option awards reflects the principle that a substantial portion of total
compensation should be delivered in the form of vesting equity awards in order 1o align the long-term interests of our
executive officers with those of our stockholders. The Compensation Committee has concluded that stock options (rather
than restricted stock} should constitute the majority of the equity incentive awards, since such options only have value to the
extent that our stock price appreciates.

Our Chief Executive Officer's total compensation was higher than our other Named Executive Officers in fiscal 2008,
reflecting his important leadership responsibility, his experience level and the compensation levels of Chief Executive Officers
of peer companies.

The various amounts of direct compensation provided to our Named Executive Officers for fiscal 2008 are set forth in more
detail in the tables in this proxy statement under the caption “Executive Compensation.”

Base Salary

In approving the fiscal 2008 base salaries for our Named Executive Officers and other executive officers, the Compensation
Commiittee considered the survey data and analysis which indicated that base salaries for our executive officers were set at
approximately the median levels. The base salary of our Chief Executive Officer remained unchanged. While base salaries of
our executive officers are set at competitive levels, the Committee believes that a significant portion of our executive officers’
direct compensation should consist of cash and equity incentive awards (described below) which are variable in amount and
tied to financial and operational results and individual performance.

Cash Incentive Awards

We provided cash incentive awards to our executive officers in fiscal 2008, the amounts of which depended upon the
achievernent of specific financial, operational and individual performance goals approved by the Compensation Committee.
For cur Named Executive Cfficers, the target and maximum bonus amounts for the fiscal 2008 cash incentive awards, and
the amounts of the awards actually earmed by the officers, were as follows:

Fiscal 2008 Cash Incentiva Awards

Named Executive Officer Target Bonus  Maximum Bornus  Actual Payout
Kenneth C. Dahlberg $1,250,000 $1,875,000 $1,050,000
Mark W. Sopp 450,000 675,000 400,000
Lawrence B. Prior lll 528,000 792,000 485,000
Deborah H. Alderson 400,006 ©00,000 370,000
Douglas E. Scott 350,000 525,000 300,000
Larry J. Peck @ 400,000 600,000 400,000

i The Target and Maximum Benus amounts for Lawrence B. Prior Il} reflect a combination of partial-year amounts due to
adjustments made in connection with his promotion from Group President to Chief Operating Officer on September 22, 2007,

@  Mr. Peck ceased to be an executive officer on June 2, 2007, but continued to work for the Company in another capacity for the
remainder of the fiscal year. The target bonus set out above was set near the beginning of the fiscal year when he was serving
as a Group President.

In the first quarter of fiscal 2008, the Compensation Committee approved the target and maximum bonus amounts for the
cash incentive awards and the performance goals and criteria upon which the amounts of the awards would be determined.
Following the end of fiscal 2008, the Committee approved the payment of cash incentive awards based upon the
achievement of the predetermined goals and criteria. The methodology used by the Compensation Committee in
determining these amounts was as follows:

* Target and Maximum Bonus. The Compensation Committes set the target amount of the cash incentive award for
each executive at between 50% and 125% of his or her base salary, In approving these targets, the Compensation
Committee reviewed and considered the survey data and analysis which indicated that average targets for our cash
incentive awards, including that for our Chief Executive Officer, were generally at the market median for companies in
the Compensation Peer Group and published surveys. In addition, the target amount was structured to comprise a
significant portion of an executive officer’s total cash compensation for the fiscal year. In structuring the components of
direct compensation in this way, the Compensation Committee intended that a substantial portion of an executive
officer's cash compensation for the fiscal year would therefore be “at risk” and dependent on performance during the
fiscal year. The actual amount of the bonus was structured to range from 0% to 150% of the target amount, based
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upon the extent to which performance under each of the criteria was met, exceeded or was below target. However, to
the extent that performance was less than 80% as measured against our performance goals, no bonus amount was to
be paid with respect to such performance criteria,

¢ Performance Goals. The actual amount of the cash incentive award to be paid at the end of fiscal 2008 was 10 be
determined based upon the achievement of financial, operational and individual performance goals determined at the
beginning of the fiscal year. In general, Company performance goals approved by the Committee are based upon the
stated financial and operating objectives of the Company and operating units. The individual performance goals
generally relate to matters such as success in retaining and obtaining new customers; building capability through
training and retaining workforce and certain other financial and operational goals.

Our Compensation Committee agreed that 70% of the fiscal 2008 cash incentive awards for members of corporate
executive management, with the exception of Group Presidents, was to be determined according to the achievement of
the following corporate financial performance goals and the remainder was to reflect individual achieverment. The
corperate financial performance metrics and their relative weightings were:

* revenue (30%),

+ operating income (30%),

* operating cash flow (20%}) and
*  bookings (20%).

The targets for these financial performance metrics were set such that if the Company achieved the financial results
provided as guidance to investors, annual incentive awards would be paid at approximately target levels. Revenue
guidance for fiscal 2008 contemplated a moedest increase in year-over-year intarmal growth. Eamings per share
guidance for fiscal 2008 reflected expactations for operating income growth greater than targeted revenue growth. We
exceeded our targets for both internal revenue and operating income in fiscal 2008. Operating cash flow target
guidance assumed that working capital, measured as a percentage of revenue, would remain relatively constant. The
bookings target was set at a level to achieve backlog growth in excess of the revenue growth target. The operating cash
flow and bookings targets were not met in fiscal 2008.

The remaining 30% of the cash incentive awards for our corporate executive management, other than Group
Presidants, was to be based upon the achievement of individual performance objectives. These objectives were aligned
with and contributed to achieving our fiscal 2008 enterprise financial and operational goals.

For our Group Presidents, 30% of the cash incentive awards was to be determined accerding to our achievement of the
corporate financial and operational performance goals set forth above, with 50% of the award to be determined
according to the financial performance of their respective group and 20% to be based upon other personal and
operational goals for their group relating to their success in obtaining new customers, developing and retaining their
personnel and certain other financial and operational goals.

o Determination of Award Amounts. Following the end of fiscal 2008, the Compensation Committee reviewed financial
and individual performance during the year and approved the cash incentive award payments to be made to each of
our executive officers. In evaluating fiscal 2008 financial performance, the Compensation Committee recognized that the
Company exceeded its objectives with respect to revenue and operating income, but fell short with respect to its
objectives regarding operating cash flow and bookings. In analyzing individual performance, the Compensation
Committes reviewed detailed written justifications concerning the individual's level of achievement and also considered
input from the Chief Executive Officer with respect to the degree of success and the difiiculty of achieving the individual
performance geals. Ultimately, weighted average scores for such financial/operational and individual cbjectives were
determined, which were applied against the target bonus applicable to such objectives, The actual payouts for each of
our Named Executive Officers, other than Mr. Peck, were below targeted amounts for fiscal 2008 since two of the four
financial performance objectives discussed above were not achieved at target. Mr. Peck received his targeted bonus
pursuant to the terms of his agreement to transition from Group President status.

Equity Incentive Awards

The Compensation Committee grants equity incentive awards to focus our executives on long-term financial performance
and increased stockholder value and to motivate the executives to remain with us through the vesting periods for these
awards. The amounts of these awards are determined based on market data and vary based upon an executive officer’s
position and responsibilities. Because these equity awards are generally intended to help motivate our executive officers to
stay with the Company and to continue to build stockholder value, the Compensation Committee generally does not
consider an executive officer's current stock or option holdings in making additional awards, except to the extent that the
Committee approves additional equity awards to further motivate the individual to remain with the Company. The
Compensation Committee has determined that stock options {rather than restricted stock) should constitute the majerity of
the value of equity incentive awards, since such options only have value to the extent that our stock price appreciates.

Prior to making the fiscal 2008 equity incentive awards to our executive officers, the Compensation Committee reviewed the
survey analysis which indicated that the value of the equity awards issued to our executive officers for the prior fiscal year

16 SAIC, Inc. Proxy Statement




COMPENSATION DISCUSSION AND ANALYSIS

was below the median for companies in the Compensation Peer Group and published surveys. The Compensation
Committee approved the grant of equity incentive awards with values at approximately the median when compared to our
Compensation Peer Group.

Stock Ownership Guidelines and Policies

We encourage our employees to have significant holdings in our stock so that they are motivated to maximize our long-term
performance and stock value. Under stock ownership guidelines we have established, all executive officers are expected to
acquire and maintain stockholdings in an amount at least equal to five times their base salary within a maximum of seven
years following their appointment as an executive officer. For purposes of calculating an individual’s holdings, we include
vested shares (including those held in our deferred compensation and retirement plans) as well as the in-the-money value of
stock options. Alter an individual attains his or her minimum stockholdings during this initial seven-year period, we expect
that he or she will retain sufficient shares from option exercises so that the in-the-money value of stock options will no longer
be considered in determining their ownership multiple.

In addition to these ownership guidslines, we have also established policies for our executive officers relating to certain short-
term or speculative transactions in our securities that we believe ¢arry a greater risk of liability for insider trading violations
and also create an appearance of impropriety. For example, our executive officers are not permitted to engage in any short
sales or any trading in puts, calls or other derivatives on an exchange or other organized market. In addition, our executive
officers are required to pre-clear all transactions in our securitigs.

Other Benefits Provided in Fiscal 2008

In addition to the elements of direct compensation described above, we also provide our executive officers with the following
benefits:

Health and Welfare Benefits

Our executive officers are entitled to participate in all health and welfare plans that we generally offer to all of our eligible
employees, which provide medical, dental, health, group term fife insurance and disability benefits. In addition to disability
benefits that we generally make available to all of our employees, we have agreed to provide our Chief Executive Officer with
disability payments in an amount up to 70% of his then-current salary if he is disabled prior to his reaching age 65. We
believe that these health and welfare benefits are reasonable in scope and amount and are typically offered by other
companies against which we compete for executive talent.

Retirement Benefits

Our executive officers are entitled to participate in our retirement plan that is generally available to all eligible employees. The
Compensation Committes believes that this retirement program permits our executives to save for their retirement in a
tax-effective manner at minimal cost to us and is of the kind typically offered by other companies against which we compete
for executive talent. We do not maintain a defined benefit or other supplemental retirement plan for our executive officers.

Deferred Compensation Plans

We maintain two deferred compensation plans that allow eligible participants to elect to defer all or a portion of any cash or
aquity incentive awards granted to them under our cash incentive or stock plans. We make no contributions to participant
accounts under these plans. Deferred balances under either plan will generally be paid upon retirement or termination. These
plans are described in more detailed under “Nonqualified Deferred Compensation” in this proxy statement.

Perquisites and Personal Benefits

We do not provide substantial perquisites and personal benefits to our executive officers that are not otherwise available to
other employees. During fiscal 2008, our Compensation Committee reevaluated the perquisites and personal benefits we
previously provided 1o our executive officers and decided to cease offering financial planning and tax preparation services in
the future, as well as the reimbursement of costs for social club memberships, which had been provided to several former
executive officers.

Potential Change in Control Benefits

We have entered into severance protection agresments with our executive officers that would provide them with payments
and benefits in the event that their employment were to be involuntarily terminated following an acquisition of the Company
as further described in this proxy statement under “Executive Compensation—Potential Payment Upon a Change in
Control." We believe that these agreements provide an important benefit to the Company by helping alleviate any concern
the executive officers might have during a potential change in contral of the Company and permitting them to focus their
attention on completing a pending transaction. In addition, we believe that these agreements are an important recruiting and
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retention tool, as many of the companies with which we compete for talent have similar arrangements in ptace for their senior
management.

These severance protection agreements renew for successive one-year terms sach year, unless not later than Cctober 314!
of the prior year, either the Compensation Committee or the executive officer decides not to extend the term of the
agreement. This annual term permits our Compensation Committee to regularty review the amount of benefits that would be
provided to our executive officers in connection with a change in control and to consider whether to continue providing such
benefits. For example, in October 2008, the Compensation Committee exercised this right and approved new severance
protection agreements that provided reduced benefits and limited the circumstances under which executive officers would
receive benefits.

in addition to the benefits provided by the severance protection agreements, the terms of the Company’s 1999 Stock
Incentive Plan, 1984 Bonus Compensation Plan and deferred compensation plans generally provide for accelerated vesting
upon a change in contrel. The Company’s 2006 Equity Incentive Plan generally only provides for accelerated vesting upon
the occurrence of a change in control if the participant’s employment is terminated. These acceleration provisions are
generally applicable to all grants of options or restricted stock made to all of our employess, including our executive officers,

Other than the change in control benefits described above, we are not obligated to offer any kind of severance benefits to
our executive officers. In addition, our executive officers are employees-at-will and as such do not have any employment
agreements with us, other than standard employee offer letters.

Tax Considerations

We attempt to provide compensation that is structured, to the extent possible, to maxirmize favorable accounting, tax and
similar benefits for the Company.

Deductibility of Executive Compensation

Section 162(m) of the Internal Revenue Code of 1886, as amended, generally limits the deductihility of certain compensation
in excess of $1,000,000 paid in any one year to the Chief Executive Cfficer and certain other highly compensated officers.
Qualified performance-based compensation will not be subject to this deduction limit if certain requirements are met.

The Compensation Committee periodically reviews and considers the deductibility of executive compensation under

Section 162(m) in designing and implementing our compensation programs and arrangements. As indicated above, a portion
of our cash incentive awards is determined based upon the achievement of certain predetermined financial performance
goals, which permits us to deduct such amounts pursuant to Section 162(m). In addition, under “Proposal Il—Approval of an
Amendment to our 2006 Equity Incentive Plan,” we are seeking stockholder approval of certain modifications to the plan for
purposes of Section 162(m).

While we wil continue to monitor ocur compensation programs in light of Section 162(my), the Compensation Committee
considers it important to retain the flexibility to design compensation programs that are in the best long-term interests of the
Company and our stockholders. As a result, the Compensation Committee may conclude that paying compensation at levels
that are not deductible under Section 162{m} is nevertheless in the best interests of the Company and our stockholders.

Compensation Committee Report

The Compensation Committee has reviewed and discussed with our management the Compensation Discussion and
Analysis included in this proxy statement. Based upon this review and discussion, the Compensation Committee
recommended to the Board of Directors that the Compensation Discussion and Analysis be included in this proxy statement.

Woifgang H. Demisch

Miriam E. John

Harry M.J. Kraemer, Jr.

Edward J. Sanderson, Jr. (Chairperson)
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The following tables set forth information regarding certain cash, incentive, equity and other compensation earned during
fiscal 2008 by (i) our Chief Executive Officer, {i} our Executive Vice President and Chief Financial Officer, {iii} our three other
most highly-compensated executive officers for fiscal 2008 and {iv) our former Group President. We refer to these executive
officers in this proxy statement as our “Named Executive Officers.”

Reorganization Merger and Special Cash Dividend Paid In Fiscal 2007

In October 2006, in connection with becoming a publiciy-traded company, we completed a reorganization merger pursuant
to which our predecessor company, Science Applications International Corporation (which we refer to as “Cld SAIC”),
became our 100%-owned subsidiary and shares of Old SAIC common stock were exchanged for shares of our class A
preferred stock. Prior to this reorganization merger, the Board of Directors of Qld SAIC declared a special cash dividend on
shares of Old SAIC commeon stock, which was paid in November 2006. As a result of these transactions, outstanding stock
and option awards previously issued by Old SAIC under its equity incentive plans for shares of Old SAIC common stock
were converted into awards for shares of our class A preferred stock and the number and exercise prices of outstanding
options were proportionately adjusted for the reorganization merger and the payment of the special dividend. These prior
awards werg issued by Old SAIC under its predecessor plans.

All information in the following tables with respect to stock and option awards issued under these predecessor plans has
been adjusted to reflect this exchange and the declaration and payment of the special dividend. For more information
regarding the initial public offering, recrganization merger and special dividend, please refer to “Note 1. Summary of
Significant Accounting Policies” in the Notes to Consolidated Financiat Statements contained in our Annual Report on Form
10-K filed with the SEC on March 28, 2008.

Summary Compensation Table

The following table sets forth information regarding compensation earned by our Named Executive Officers for service to the
Company during fiscal 2008 and, if applicable, fiscal 2007, whether or not such amounts were paid in such year:

Non-equity

Name and Stock Option  incentive plan All other

principal position Year Salary®  Bonus® awards 4 awards # compensation  compensation & Total

Kenneth C. Dahtberg 2008 1,000,000 — 1,123,104 3,267,045 1,050,000 13,319 6,453,468
Chairman and Chief 2007 1,000,000 - 859,381 2,263,425 1,325000 1,544,608 6,991,066
Executive Officer

Mark W. Sopp 2008 508,654 — 109,388 388,110 400,000 13377 1,419,627
Executive Vice President and 2007 474,038 60,000 25,003 224,849 440,000 41,2338 1,265,123
Chief Financial Officer

Lawrence B. Prior il 2008 519,231 - 170,342 406,901 485,000 13,642 1,505,116
Chief Operating Officer

Deborah H. Alderson 2008 409,038 — 213,038 389,417 370,000 14,265 1,395,758
Group President

Douglas E. Scott 2008 464,423 — 93,622 535,957 300,000 13,354 1,407,256
Executive Vice President,
Generat Counsel and Secretary

Lamry J. Peck 2008 345,962 - 267,434 581,008 400,000 13,377 1,607,781
Former Group President 2007 384,423 — 178,230 1,134,984 400,000 521,830® 2,619,267

(1) Compensation for Lawrence B. Prior lll, Deborah H. Alderson and Douglas E. Scott is provided only for fiscal year 2008
because they were not Named Executive Officers in fiscat year 2007,

(2) This column includes amounts paid in lieu of accrued and unused comprehensive leave time.

{3} This column includes amounts awarded to Mr. Sopp in fiscal 2007 in special recognition for his efforts in completing our initia
public offering and reorganization merger. All other cash bonuses awarded to our Named Executive Officers for their service in
fiscal 2007 and 2008 are included under “Non-equity incentive plan cormpensation.”

{4) These columns reflect the dollar amounts that were recognized in each fiscal year for financial staternent reporting purposes
under Statement of Financial Accounting Standards (SFAS) No. 123(R) with respect to stock and option awards granted o our
Named Executive Cfficers in and prior to that fiscal year. In addition, because we adopted SFAS 123(R) utilizing the prospective
method for stock-based awards granted prior to September 1, 2005 (the date we made our initial filing with the SEC for our
initial public offering), for purposes of this Summary Compensation Table we have computed and determined the associated
value for option awards granted prior to September 1, 2005 as if we had adopted SFAS 123(R) utilizing the modified
prospective method for those awards. As required by SEC rules, the amounts shown exclude the impact of estimated
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forfeitures related to service-based conditions. For more information regarding our application of SFAS 123(R), including the
assumptions used in the calculations of these amounts, please refer to Note 10 of Notes to Consolidated Financial Statements
contained in our Annual Report on Form 10-K filed with the SEC on March 28, 2008.

Because these amounts reflect accounting expenses for these awards, they do not necessarily correspond to the actual
value that will be realized by the Named Executive Officers.

(5) Amounts shown in this column for fiscal 2008 represent matching funds and profit sharing and ESOP contributions that we
made on behalf of our Named Executive Officers pursuant to the SAIC Retirement Plan.

(6) Includes the following amounts of the special cash dividend paid in connection with our reorganization merger in October 2006
with respect to shares of our restricted stock held directly by these Named Executive Officers or stock units held in their
accounts under our Key Executive Stock Deferral Plan: {a) $1,515,765 for Kenneth C. Dahlberg; (b) $34,575 for Mark W. Sopp
and (c) $506,790 for Larry J. Peck.

(7) Effective as of June 2, 2007, Mr. Peck resigned as a Group President but continued to serve in another capacity during the
remainder of fiscal 2008.

Grants of Plan-Based Awards

The following table sets forth information regarding the cash and equity incentive awards made to our Named Executive
Officers in fiscal 2008 pursuant to our 2006 Equity Incentive Plan, including any portion of such awards deferred into our Key
Executive Stock Deferral Pian:

All other
option
awards;  Exercise Grant date
. number of  or base fair valug
Estimated future payouts under Al other stock awards;  securities  price of of stock
non-equity incentive plan awards number of shares  underling  option and option
Name Grant date Thrashold Target Maximum of stock or units®  options®  awards awards
Kenneth C. Dahlberg 3/29/2007 $750,000 $1,250,000 $1.875,000 - - — -
3/20/2007 - - - - 500,000 $17.61 $2,496,450
3/28/2007 - — - 56,786 — — 1,000,001
Mark W. Sopp 3/29/2007 270,000 450,000 675,000 — - — —
3/29/2007 — - — 22,715 — — 400,011
3/29/2007 — — — — 155,000 $17.61 773,900
Lawrence B. Prior |l 3/29/2007 157,800 263,000 394,500 — - - —
3/29/2007 — — - — 115,000 $17.61 574,184
3/29/2007 - - — 34,072 - — 600,008
9/22/2007 159,000 265,000 397,500 - — — -
12/20/2007 — - - — 110,000 $20.12 554,125
Deborah H. Alderson 3/29/2007 240,000 400,000 600,000 - - - -
3/29/2007 — — - - 115,000 $17.61 574,184
3/29/2007 - — - 17,036 — — 300,004
Douglas E. Scott 3/29/2007 210,000 350,000 525,000 — — — -
3/29/2007 - — — 11,754 —_ — 206,988
3/29/2007 - - — — 95,000 $17.61 474 326
3/29/2007 - - — 1,307 — — 23,016
Larry J. Peck 3/29/2007 240,000 400,000 600,000 — — — -
3/29/2007 — - - 17,036 — —_ 300,004
3/29/2007 — - — — 115,000 $17.61 574,184

(1) Amounts in these columns represent the threshold, target and maximum amounts of cash incentive awards that were payable
to our Named Executive Officers in fiscal 2008. The target amounts for the cash incentive awards were equal to between 50%
and 125% of a Named Executive Officer's base salary for fiscal 2008. The threshold amounts represented 60% of the target
amounts and the maximum amounts represented 150% of the target amount. The actual amounts that were paid to our
Named Executive Officers with respect to fiscal 2008 are set forth in the table entitted “Summary Compensation Table™ under
the column headed "Non-gquity incentive plan compensation.”

(2) Amounts in this column represent the number of shares of class A preferred stock undertying restricted stock or restricted
stock units issued to our Named Executive Officers as part of the equity incentive awards issued in fiscal 2008. Our Key
Executive Stock Deferral Plan allows eligible participants to elect to defer alt ar a portion of their restricted stock awards granted
under our stock plans into stock units. All restricted stock and restricted stock units issued to our Named Executive Officers
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vest as to 20%, 20%, 20% and 40% of the underlying shares on the first, second, third and fourth year anniversaries of the
date of grant, respectively. With respect to the information set forth in the column, the following Named Executive Officers

deierred their awards into the following number of corresponding restricted stock units in our Key Executive Stock Deferral
Plan: {a} Kenneth C. Dahlberg, 56,786; (b} Deberah H. Alderson, 8,518; (c} Lawrence B. Prior ll, 34,072 and (d) Douglas E.

Scott, 1,307.

(3} Amounts in this column represent the number of shares of common stock undertying options issued to our Named Executive
Officers during fiscal 2008. All such options vest as to 20%, 20%, 20% and 40% of the underlying shares on the first, second,
third and fourth year anniversarnies of the date of grant, respectively,

Outstanding Equity Awards at Fiscal Year-End

The following table sets forth information regarding outstanding option and restricted stock awards issuad pursuant to our
2006 Equity Incentive Plan, 1999 Stock Incentive Plan and Amended and Restated 1984 Bonus Compensation Plan that
were held by our Named Executive Officers at the end of fiscal 2008, including awards previously deferred under our Key

Executive Stock Defarral Plan:

Opticn awards Stock awards

Number of Number of Number of shares of
securities securities stock or units that Market value
underlying underlying have not vestad of shares of
unexercised unexercised Option Restricted stock or units
options options  exercise Option Restricted Stock that have not
Name (exercisable)  {unexercisable) price  expiration data Stock® Units @ vesled &
Kenneth C. Dahlberg 192,269 - $10.60  11/2/2008 — 80,236 $1,516,460
224,996 — $10.60 11/2/2008 - —_ -
53,998 36,000 $12.17 3/7/2009 - - -
53,998 35999 $12.45  5/18/2009 - - -
59,997 89,996  $13.52  3/31/2010 - - -
89,995 134,994  $13.52  3/31/2010 - - -
89,995 134,004  $13.52  3/31/2010 — - -
120,000 480,000  $14.84  3/20/2011 - — —
- 500,000 $17.61  3/28/2012 - - -
Mark W. Sopp 77,994 116,993 $14.48 12/5/2010 - 2,766 52,277
- 155,000 $17.61 3/28/2012 22,715 —_ 429,314
Lawrence B. Prior lll 3,099 14,400 $12.71  11/11/2009 — 34,072 643,961
117 176 $13.52 2/15/2010 5,458 — 103,156
1,199 1,800 $13.52 2/15/2010 - — —
29,998 44998  $13.52  3/30/2010 — — —
24,000 96,000 $14.64  3/20/2011 - — —
— 115,000 $17.61 3/28/2012 — —_— —
- 110,000  $20.12 12/19/2012 - - —
Deborah H. Alderson 110 165 $14.46 11/21/2010 — 26,514 501,115
1,199 1,800 $14.468 11/21/2010 8518 — 160,990
41,897 62,996 $14.46 11/21/2010 — — —
24,000 96,000 $14.64  3/20/2011 — — -
- 115000 $17.61  3/28/2012 - — -
Douglas E. Scott 80,998 54,000 $12.17 4/1/2009 - 2,832 53,525
47 997 71,007  $1352  3/31/2010 15,617 — 295,161
24,000 96,000 $14.64  3/20/2011 - — -
— 95,000 $17.61 3/28/2012 — - —
Larry J. Peck 18,000 35,999 %1217 4/1/2009 23,700 — 447 930
23,998 71,997 $13.52 3/3172010 - — —
24,000 96,000 $14.64 3/20/2011 — - -
- 115,000 $17.61  3/28/2012 — — -

®  Information in this column retates to options to purchase shares of class A preferred stock (for options issued prior to October
20086) or shares of common stock (for options issued after October 2006) held by our Named Executive Officers at the end of
fiscal 2008. All such options were granted five years prior to the date immediately following their respective expiration dates and
vest as to 20%, 20%. 20% and 40% of the underlying shares on the first, second, third and fourth year anniversaries of the

date of grant, respectively,
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Information in this column relates to shares of our class A preferred stock undertying restricted stock awards held by our
Named Executive Officers at the end of fiscal 2008, Al shares of restricted stock vest as to 20%, 20%, 20% and 40% of the
underlying shares on the first, second, third and fourth year anniversaries of the date of grant, respectively.

Al the end of fiscal 2008, our Named Executive Officers held the following number of shares of restricted stock in which they
had not yet vested:

Number of

Unvested
Shares  Grant Date
Mark W. Sopp 22,715  3/29/07
Lawrence B. Prior Il 1,073 9/8/04

741 3/31/05
3,644 3/21/06

Deborah H. Alderson 8,518 3/29/07
Douglas E. Scott 1,731 4/1/05
2,132 3/21/06

11,754  3/29/07

Larry J. Peck 1,096 4/2/04
1,924 4/1/05

3,644 3/21/06

17,036 3/29/07

@ Information in this column relates to restricted stock units held by our Named Executive Officers at the end of fiscal 2008 in our
Key Executive Stock Deferral Plan. All restricted stock units vest as to 20%, 20%, 20% and 40% of the underlying shares on
the first, second, third and fourth year anniversaries of the date of grant, respectively.

At the end of fiscal 2008, our Named Executive Officers held the following number of restricted stock units in which they had
not yet vested:

Number of
Unvested
Units  Grant Date
Kenneth C. Dahlberg 8,877 4/1/05

14,573  3/21/06
56,786  3/209/07

Mark W. Sopp 2,766 11/28/05
Lawrence B. Prior H 34,072 3/29/07
Deborah H. Alderson 14,353 8/1/05

3643  3/21/06
8518  3/29/07

Douglas E. Scott 1,085 4/2/04
193 4/1/05

237 I/21/08
1,307 3/29/07

Any restricted stock awards previously deferred by our Named Executive Officers are also reflected in the table under the
caption “Nonqualified Deferred Compensation™ below.
¥ The market value of the shares of restricted stock or restricted stock units for class A preferred stock is based upon $18.90,

the closing sales price of our common stock on the New York Stock Exchange on January 31, 2008. Shares of our class A
preferred stock are not listed on a public trading market but are convertible into shares of our comman stock on a one-for-one

basis.
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Option Exercises and Stock Vested

The following table sets forth information regarding stock opticns exercised and shares of class A preferred stock acquired
upon vesting by our Named Executive Officers during fiscal 2008:

Option awards Stock awards
Number of shares
acquired on vesting
Number of
shares Restricted
acquredon  Value realized Restricted stock  Value realized
Narme exercise on exercise stock units @ on vesting
Kenneth C. Dahlierg 114,546 $1,066,813 — 74,238 $1,472,751

110,450 1,071,741 - — -
32,727 311,672 - - -

Mark W. Sopp — — — 922 18,634
Lawrence B. Prior Il 18,500 108,274 537 — 9,945
_ - 247 — 4,278
— — 910 - 16,380
Deborah H. Alderson — — — 5,695 96,679
Douglas E. Scott 134,999 1,334,695 577 — 9,994
— — 532 - 9,576
— — — 2072 35,330
Larry J. Peck 17,999 178,131 1,400 - 25,080
— — 548 — 8,491
— - 642 - 11,119
— — 910 - 16,380

" Information in this column relates to shares of our class A preferred stock undetlying stock awards in which our Named
Executive Officers vested in fiscal 2008. All shares of restricted stock vest as to 20%, 20%, 20% and 40% on the first, second,
third and fourth year anniversaries of the date of grant, respectively.

@ Information in this column relates to restricted stock units for class A preferred stock in our Key Executive Stock Deferral Plan in
which our Named Executive Officers vested in fiscal 2008. All restricted stock units vest as to 20%, 20%, 20% and 40% on the
first, second, third and fourth year anniversaries of the date of grant, respectively. Any restricted stock awards previously
deferred by our Named Executive Officers are reflected in the table under the caption “Nonquaiified Deferred Compensation”
below.

Nonqualified Deferred Compensation

We provided benefits to our Named Executive Officers during fiscal 2008 under the following nonqualified deferred
compensation plans, which are summarized below:

* The Keystaff Deferral Plan alows eligible participants to elect to defer all or a portion of any cash or vested equity
incentive awards granted to them under our cash incentive or stock incentive plans. We make ne contributions to
participant accounts under the Keystaff Deferral Plan, although participant deferrals, which are reflected in daollars, earn
interest during the deferral period. Distributions under the Keystaff Deferral Plan are then made to participants in cash.
Deferred balances under this plan will generally be paid upon retirement or termination.

e The Key Executive Stock Deferral Plan aliows eligible participants to elect to defer all or a portion of their cash or
equity incentive awards granted to them under cur cash incentive or stock incentive plans. Participant deferrals
generally correspond to share units of our class A preferred stock. Shares equivalent to deferrals may be deposited to a
rabbi trust to fund benefits for participants, We make no contributions ta participant accounts under the Key Executive
Stock Deferral Plan. Distributions under the Key Executive Stock Deferral Plan are then made to participants in shares of
class A preferred stock corresponding to the number of units held for the participant. Deferred balances under this plan
will generally be paid upon retirement or termination.
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The following table sets forth information regarding deferrals under and aggregate earnings and withdrawals through our
nonqualified deferred compensation plans:

Aggregate

Aggregate balance at

Executive Aggregate  withdrawals/ fiscal year

Name Plan cantributions gamings®  distributions end®
Kenneth C. Dahlberg Keystaff Deferral Plan - - - -
Key Executive Stock Deferral Plan $1,000,001 $143,800 — $4,802,983

Mark W. Sopp Keystaff Deferral Plan - - — -
_ Key Executive Stock Deferral Plan - 1,614 — 87,129

Lawrence B. Prior 1l Keystaff Deferral Plan - - - —
Key Executive Stock Deferral Plan 600,008 43,953 - 643,961

Deborah H. Alderson Keystaff Deferral Plan - - - —
Key Executive Stock Deferral Plan 225,002 37,322 - 1,332,620

Douglas E. Scott Keystaff Deferral Plan — — -~ -
Key Executive Stock Deferral Plan 68,016 14,560 - 569,646

Larry J. Peck Keystaff Deferral Plan - 4,362 - 91,238
Key Executive Stock Deferral Plan - 20,083 - 1,085,011

U}

@

&

Amounts in this column represent cash awards and/or the dollar value of shares of restricted stock in the form of our class A
preferred stock issued in fiscal 2008 under our 2008 Equity Incentive Plan for services performed by our Named Executive
Officers in fiscal 2007, which they deferred into the plan as follows: (a) Kenneth C. Dahlberg, 56,786 shares of restricted stock;
(b) Deborah H. Alderson, 8,518 shares of restricted stock and cash awards converted into 4,293 share units; {c) Lawrence B.
Prior ll, 34,072 shares of restricted stock and (d) Douglas E. Scott, 1,307 shares of restricted stock and cash awards
converted into 2,576 share units.

With respect to the Keystaff Deferral Plan, amounts in this column represent interest earned during fiscal 2008 with respect to
cash amounts previously deferred based on the Moody's Seasoned Corperate Bond Rate minus 1 % (4.93% in calendar 2007).

With respect to the Key Executive Stock Deferral Plan, amounts in this column represent the aggregate increases or decreases
in value of stock units corresponding to shares of our class A preferred stock during fiscal 2008. The market value of the shares
of class A preferred stack is based upon $18.90, the closing sales price of our common stock on the New York Stock
Exchange on January 31, 2008. Shares of our class A preferred stock are not listed on a public trading market but are
convertible into shares of our cormmon stock on a one-for-one basis.

Amounts in this column represent the value of the holders’ accounts at the end of fiscal 2008. With respect to the Key
Exacutive Stock Deferral Plan, the amounts represent the value of stock units corresponding to shares of class A preferred
stock held by the Named Executive Officers by reference to $18.90, the closing sales price of our comman stock on the New
York Stock Exchange on January 31, 2008. With respect to our Key Executive Stock Deferral Plan, our Named Executive
Officers held the following number of stock units at the end of fiscal 2008: (a) Kenneth C. Dahlberg, 258,888; (b) Mark W.
Sopp, 4,610; (c) Lawrence B. Prior lll, 34,072; {d) Deborah H. Alderson, 70,509; (e) Douglas E. Scott, 30,140 and {f) Larry J.
Peck, 57,408,

Potential Payment Upon a Change in Contro!

We have entered into the following agreements and arrangements with our Named Executive Officers that would provide
them with certain payments and benefits in the event that the Company is subject to a change in control, which are
described below:

Severance Protection Agreements. We have entered into severance protection agreements with each of our
executive officers, including each of the Named Executive Officers, which provide that if the executive officer is
involuntarily terminated without cause or resigns for good reason within a 24 month period following a change in
control, he or she will be entitled to receive all accrued salary and a pro rata bonus for the year of termination, plus a
single lump sum payment equal to two-and-one-half times the executive officer’s then current salary and bonus
amount. The executive officer will also receive such life insurance, disability, medical, dental, hospitalization, financial
counseling and tax consulting benefits as are provided to other similarly situated executive officers who continue to be
employed for the 36 months following termination and up to 12 months of ocutplacement counseling. In order to receive
the lump sum payment and the 36 months of continued benefits, the executive officer is required to execute a written
release in favor of the Company. The executive officer is not entitled to receive a “gross up” payment to account for any
excise tax that might be payable under the Iinternal Revenue Code, and the amount of the payments may be reduced
by the Company to the extent necessary to avoid an excise tax.

Stock Incentive and Deferred Compensation Plans. Under the terms of our stock incentive and deferred
compensation plans, all unvested stock, options and deferred compensation awards held by all participants under
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those plans, including our Named Executive Officers, are subject to accelerated vesting upon the occurrence of a
change in control under certain circumstances. Outstanding stock options, awards and units that Old SAIC issued to
the Named Executive Officers under its predecessor plans, including the 1999 Stock Incentive Plan, Amended and
Restated 1984 Bonus Compensation Plan, Key Executive Stock Deferral Plan and Management Stock Compensation
Plan, generally become fully vested upon the occurrence of a change in control. Our 2006 Equity Incentive Plan, under
which we have issued stock and option awards since the completion of our initial public offering and reorganization
merger, generally provides that vesting will accelerate if the holder is involuntarily terminated or terminates his
employment for good reason within 18 months following a change in control.

The following table sets forth our estimates regarding the potential value of any cash payments and benefits and accelerated
vesting of equity awards to be received by the Named Executive Officers under the foregoing agreements and plans,
assuming that a change in control of the Company occurred on the last business day of fiscal 2008:

Severance protection benefits Accelerated squity awards Tota
Life insurance, Restricted Total gross
healthcare, stock and severance
Salary and Pro-rata and financial Qutplacement restricted Option Applicable benefits and
Name Bonus bonus @ counseling # sarvices @ stock units (9 awards®  scaleback @ equity awards ®
Kenneth C. Dahlberg  $5,812,500 $1,325,000 $212,321 $11,000 $1,516,460 $5,102,215 $(148,275) $13,831,221
Mark W. Sopp 2,500,000 500,000 105,180 11,000 481,591 719,013 - 4,316,784
Lawrence B. Prior Il 2,750,000 400,000 175,885 11,000 747117 899,278 - 4,983,380
Deborah H. Alderscn 1,962,500 375,000 138,020 11,000 662,105 845,522 — 3,995,147
Douglas E. Scott 2,287,500 450,000 173,999 11,000 348,686 1,282,340 - 4,553,625

(1}

K]

4

5

(G}

Amounts in this column represent a single lump sum equal to two-and-one-half times the sum of {a) the Named Executive
Officer's fiscal 2008 salary and (b} the greater of (i) the bonus received in fiscal 2007, (ij) the average of the bonuses received in
fiscal years 2007, 2006 and 2005 or {iii) in the event that the Named Executive Officer was not employed by us for all of fiscal
2007, the amount of his or her target bonus for fiscat 2008. This amount of the bonus calculated under subsection (b) is
referred to as the “Bonus Amount.”

Amounts in this column represent a pro rata portion of the Bonus Amount to which the Named Executive Officer would be
entitled depending on the number of days that had elapsed in the fiscal year in which he or she is terminated. Because we are
required to present all information in this table assuming that the Named Executive Officer is terminated on the last business
day of fiscal 2008, the amount of the pro rata Bonus Amount in this column represents the full amount of the exacutive officers’
respective Bonus Amounts. [n addition to the amounts set forth in the column, our Named Executive Officers wouid also be
entitled to be paid for any unused comprehensive leave time they had accrued.

Amounits in this column represent the estimated value to the Named Executive Officer of life insurance, disability, medical,
dental, hospitalization, financial counseling and tax consulting benefits to be received for 36 months following termination,

Amounts in this column represent the estimated value to the Named Executive Cificer of the outplacement counseling services
to be provided for 12 months following termination.

Amounts in this column represent the value of accelerated vesting at the end of fiscal 2008 of {a) shares of restricted stock for
class A preferred stock issued pursuant to the 2006 Equity Incentive Plan, the 1999 Stock Incentive Plan or the Amended and
Restated 1984 Bonus Compensation Plan and {b} restricted stock units for shares of class A preferred stock in our Key
Executive Stock Deferral Plan, Stock Compensation Plan and/or Management Stock Compensation Plan. For more information
regarding the number of shares of unvested stock held directly by each of the Named Executive Officers, see the table under
the caption “Outstanding Equity Awards at Fiscal Year End."

Amounts in this column represent the value of accelerated vesting of unvested options to purchase shares of class A preferred
stock issued pursuant to the 1999 Stock Incentive Plan and unvested opticns to purchase shares of common stock issued
pursuant to the 2006 Equity Incentive Plan and which were held by the Named Executive Officer at the end of fiscal 2008, For
more information regarding the number of unvested shares underlying options held by each of the Named Executive Officers,
see the table under the caption “Qutstanding Equity Awards at Fiscal Year End.”

Represents amounts of gross severance payments to be reduced to avoid excise taxes which may be payable pursuant to
Section 280G of the Internal Revenue Code.

Amounts in this column represent the gross amount of change in control benefits to be received by the Named Executive
Officer, without reflecting any federal and/or state income taxes payable with respect to such amounts.

Compensation Committee Interlocks and Insider Participation

None of the members of our Compensation Committee has, at any time, been an officer or employee of ours. None of our
executive officers currently serves, or in the past fiscal year has served, as a member of the Board of Directors or
Compensation Committee of any entity that has one or more executive officers serving on our Board of Directors or
Compensation Committee.
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The Board of Directors uses a combination of cash and stock-based incentives to attract and retain qualified candidates to
serve as directors. In determining director compensation, the Board of Directors considers the significant amount of time
required of our directors in fulfiling their duties, as well as the skill and expertise of our directors, The Compensation
Committee periodically reviews director compensation, with the assistance of national independent compensation
consultants and recommends to the Board of Directors the form and amount of compensation to be provided.

The following is a summary of the principal components of compensation that we provide to our non-employee directors:

* Cash Compensation. QOur directors receive a cash retainer for their service on the Board of Directors. For fiscal 2008,
our directors were paid an annual retainer of $50,000 and the Chairperson of each committee of the Board was paid an
additional annual retainer of $10,000, except for the Chairperson of the Audit Committee who was paid an additional
annual retainer of $15,000. The Lead Director was also paid an additional annual retainer of $25,000. In addition to the
cash retainers, non-employee directors also received $1,500 for each meeting of the Board of Directors they attended,
as well as $2,000 for attending each meeting of a committee on which they serve. For the fiscal year ending
January 31, 2009, non-employee directors will receive $2,000 for each meeting of the Board of Directors and
committee they attend. We also reimburse our directors for expenses incurred while attending meetings or otherwise
performing services as a director.

* Equity Compensation, Directors receive annual equity awards under our equity incentive plan. For fiscal 2008, each of
our directors {other than Miriam E. John and John P. Jumper) received equity awards valued at approximately
$160,000, of which two-thirds was in the form of restricted shares of class A preferred stock (6,058 shares) and
one-third was in the form of stock options to purchase shares of our common stock (9,084 shares). Miriam E. John and
John P. Jumper, who served for less than a full year, were each granted 5,926 shares of restrictéd stock in the form of
our class A preferred stock, 3,000 vested shares of class A preferred stock as an inducement to join the Board and
options to purchase 8,889 shares of our common stock. For the fiscal year ending January 31, 2009, directors will
receive equity awards valued at approximately $150,000, of which two-thirds will be in the form of restricted stock and
ona-third in the form of stock options. These equity awards will vest on the later of one year from the date of grant or on
the date of the next annual meeting of stockholders following the date of grant. The Company has discontinued
providing initial equity grants to new directors as inducements to join the Board.

¢ Deferral Plans. The directors are eligible to defer all or any portion of their cash or equity compensation into our
Keystaff Deferral Plan and Key Executive Stock Deferral Plan. These plans are described in further detail under the
caption “Executive Cormpensation—Nonqualified Deferred Compensation” above.

* Stock Ownership Guidelines and Policies. The Board of Directors believes that its members should acquire and
hold shares of our stock in an amount that is meaningful and appropriate. To encourage directors to have a material
investment in our stock, the Board has adopted stock ownership guidelings that encourage directors to hold shares of
our capital stock with a value of at least five times the amount of the annual cash retainer within three years of joining
the Board. In addition to these ownership guidelines, our directors are also subject to policies that prohibit certain short-
term or speculative transactions in our securities that we believe carry a greater risk of liability for insider trading
violations or may create an appearance of impropriety. Our policy requires preclearance by directors of afl transactions
in our securities.

Director Compensation Table
The following table sets forth information regarding the compensation paid to our directors for service in fiscal 2008:

Fee eamed
or paid in Stock Option Ali other
Name ™ cash®  Awards® Awards @ compensation Total
Wolfgang H. Demisch $134,000 $90,022 $ 78,848 — $302,870
Jere A. Drummend 119,500 90,022 74,793 — 284,315
John J. Hamre 97,000 22,505 49,293 — 168,798
Miriam E. John 71,500 16,512 7.221 - 95,233
Anita K, Jones 128,500 90,022 78,848 - 297,370
John P. Jumper 66,000 17,481 7,646 - 91,127
Harry M. J. Kraemer, Jr. 135,000 22,505 132,138 — 280,643
Edward J. Sanderson, Jr. 132,500 25,451 133,390 — 291,341
Louis A. Simpson 109,000 90,022 45,356 — 244,378
A, Thomas Young 138,500 90,022 78,848 — 307,370

1t Kenneth C. Dahlberg, Chief Executive Officer, served as chairman of our Board Directors in fiscal 2008. Because he received
no additional compensation for his services as a director, he has been omitted from this table. In addition, Dr. France A.
Cérdova was appointed to our Board of Directors effective on February 21, 2008, to fill a vacancy and is omitted from this table
because she did nct serve as a director in fiscal 2008.
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Amaunts in this column represent the aggregate dollar amount of all fees earmed or paid in cash for services as a director
(including annual retainer fees, committee and/or chairperson fees and meeting fees). The directors are eligible to defer such
cash fees into our Keystaff Deferral Plan and Key Executive Stock Deferral Plan. In fiscal 2008, our directors received the
following number of share units in our Key Executive Stock Deferral Plan upon the deferral of such fees: {a) Woligang H.
Demigch, 7,037, (b} John J. Hamre, 4,874; {¢) Miriam E. John, 2,895; (d) Harry M.J. Kraemer, Jr., 8,957; (&) Edward J.
Sanderson, Jr., 6,945 and {f} A. Thomas Young, 7,481,

Amounts in this column reflect the dollar amounts that were recognized in fiscal 2008 for financial statement reporting purposes
under SFAS 123(R) with respect to stock awards. For fiscal 2008, Miriam E. John and John P. Jumper were each issued 5,926
restricted shares of our class A preferred stock with a grant date fair value of $106,668 and 3,000 vested shares of our class A
preferred stock, which they deferred into our Key Executive Stock Deferral Plan, as an inducement to join the Board of
Directors, with a grant date fair value of $54,000. For fiscal 2008, each of our other non-employee directors received 6,058
restricted shares of our class A preferred stock with a grant date fair value of $106,681. For more information regarding our
application of SFAS 123(R}, including the assumptions used in the calculations of these amounts, see Note 10 of Notes to
Consolidated Financial Statements included in our Annual Report on Form 10-K as filed with the SEC on March 28, 2008,

At the end of fiscal 2008, each of our directors held the following number of shares of our class A preferred stock and the
following number of stock units in our Key Executive Stock Deferral Plan: (a) Wolfgang H. Demisch, 24,373 shares and 64,116
stock units; {b) Jere A. Drummond, 8,978 shares and 5,660 stock units; (c) John J. Hamre, 2,000 shares and 15,178 stock
units; (d} Miriam E. John, 0 shares and 11,821 stock units; {g) Anita K. Jones, 61,910 shares and 11,951 stock units; (f) John P.
Jumper 5,926 shares and 3,000 stock units; (g) Harmy M.J. Kraemer, Jr., 130,509 shares and 55,157 stock units; (g) Edward J.
Sanderson, Jr., 12,652 shares and 6,945 stock units; {h) Louis A. Simpson, 8,058 shares and 0 stock units and (i} A. Thomas
Young, 38,284 shares and 76,153 stock units. Wolfgang H. Demisch also held 99,988 shares of our common stock at the end
of fiscal 2008.

Amounts in this column reflect the dollar amounts that were recognized in fiscal 2008 for financial statement reporting purposes
under SFAS 123(R) with respect to option awards granted to our directors in and prior to fiscal 2008. In addition, because we
adopted SFAS 123(R) utilizing the prospective method for stock-based awards granted prior to September 1, 2005 (the date
we made our initial filing with the SEC for our initial public offering), for purposes of this Director Compensation Table we have
computed and determined the associated value for options awards granted pricr to September 1, 2005 as if we had adopted
SFAS 123(R) utilizing the modified prospective method for those awards. All such opticns vest as to 20%, 20%, 20% and 40%
of the underlying sharas on the first, second, third and fourth year anniversaries of the date of grant, respectively. As required
by SEC rules, the amounts shown exclude the impact of estimated forfeitures related to service-based conditions. Because
these amounts reflect the Company’s accounting expense for these awards, they do not necessarily correspend to the actual
value that will be realized by the directors.

During fiscal 2008, each of our non-employee directors (other than Miriam E. John and John P. Jumper) was issued options to
purchase 8,084 shares of our common stock, with & grant date fair value of $45,356. Miriam E. John and John P. Jumper were
each granted options to purchase 8,889 shares of our common stock, with a grant date fair value of $46,651. At the end of
fiscal 2008, each of our directors held options to purchase the following number of shares of our class A preferred stock and
common stock: (a) Wolfgang H. Demisch, 131,998 preferred and 9,084 commen shares; (b} Jere A. Drummond, 104,999
preferred and 9,084 common shares; (c) John J. Hamre, 33,000 preferred and 9,084 common shares; {d) Miriam E. John,
8,889 common shares; (e) Anita K. Jones, 104,999 preferred and 9,084 common shares; {f) John P. Jumper, 8,889 cormmion
shares; {(g) Harry M.J. Kraemer, Jr., 131,998 preferred and 9,084 common shares; (h Edward J. Sanderson, Jr., 131,998
preferred and 9,084 common shares; () Louis A. Simpson, 8,084 common shares and () A. Thomas Young, 104,999 preferred
and 9,084 common shares.

SAIC, Inc. Proxy Statement 27
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The following table sets forth, as of April 1, 2008, beneficial ownership of our class A preferred stock and common stock by:
» each of our directors, '
e cach of our Named Executive Cfficers,
* all of our directors and executive officers as a group, and
* each stockholder known to us to beneficially own more than 5% of our class A preferred stock or our common stock.
Except as indicated by the footnotes below, we believe, based on the information furnished to us, that the beneficial owners

named in the table have sole voting and investment power with respect to all shares of class A preferred stock and common
stock that they own, subject to applicable community property laws.

Shares Beneficially Owned

Class A Preferred Stock Common Stock
% of
Total
Voting

Beneficial Owner Shares 0 % @ Sharos® %@ Power®
Directors and Named Executive Officers
Debarah H. Alderson 176,670 * 23,175 * >
France A. Cordova — " — * *
Kenneth C. Dahlberg 1,595,279 . 101,663 " "
Wolfgang H. Demisch 186,287 * 96,204 * *
Jere A. Drummond 85,437 * 1,816 * .
John J. Hamre 30,378 * 1,818 * *
Miriam E. John 11,821 * — * .
Anita K. Jones 144,660 * 1,816 * *
John P. Jumper 8,926 * — * *
Harry M.J. Kraemer, Jr. 283,464 " 1,816 - *
Larry J. Peck 231,315 * 23,000 - .
Lawrence B. Prior Ill 156,762 * 23,312 * *
Edward J. Sanderson, Jr. 117,395 * 1,816 " :
Douglas E. Scott 519,676 * 19,190 * *
Louis A. Simpson 8,058 * 1,816 * *
Mark W. Sopp 104,416 * 31,190 * *
A. Thomas Young 185,236 * 1,816 * *
All directors and executive officers as a group (22 persons) 5071568 2.2% 372,191 * 2.1%
5% Holders
Vanguard Fiduciary Trust Company 89,472,537 39.3% 8,237,561 4.5% 36.7%
Eminence Capital, LLC ® - ! 9,154,200 5.5% ’
Mason Capital Management LLC @ — " 8,912,458 5.3% *
T. Rowe Price Associates, Inc. © — ‘ 12,382,300 7.4% ’

*  Represents zero or less than 1%.
M The beneficial ownership of the class A preferred stock set forth in the table includes the following:

» the approximate number of shares allocated to the account of the individual by the Trustee of the SAIC Retirement
Plan as follows: Deborah H. Alderson {14 shares), Kenneth C. Dahlberg (1,836 shares), Lawrence B. Prior IIf (3,020
shares), Douglas E. Scott (22,355 shares), Mark W. Sopp {137 shares) and all directors and officers as a group
(53,110 shares);

« shares held in a rabbi trust to fund the account of the participant in the Key Executive Stock Deferral Plan, the Stock
Compensation Plan and/or the Management Stock Compensation Plan as follows: Deberah H. Alderson (70,509
shares), Kenneth C. Dahlberg (258,888 shares), Wolfgang H. Demisch (64,116 shares), Jere A. Drummond (5,660
shares), John J. Hamre (15,178 shares}, Miriam E. John (11,821 shares), Anita K. Jones (11,851 shares), John P.
Jumper (3,000 shares), Harry M.J. Kraemer, Jr. (65,157 shares), Larry J. Peck (57,408 shares), Lawrence B. Prior |l
(34,072 shares), Edward J. Sanderson, Jr. {6,945 shares), Douglas E. Scott (30,140 shares), Mark W. Sopp
(4,610 shares), A. Thomas Young (76,153 shares) and all directors and officers as a group (847,033 shares);

» shares subject to options exercisable within 60 days following April 1, 2008 as follows: Deborah H. Alderson (91,306
shares), Kenneth C. Dahlberg {1,197,241 sharas), Wolfgang H. Demisch (97,798 shares), Jere A. Drummond
(70,799 shares), John J. Hamre (13,200 shares), Anita K. Jones (70,799 shares), Harry M.J. Kraemer, Jr. (70,799
shares), Larry J. Peck (149,996 shares), Lawrence B. Prior |Il (98,070 shares), Edward J. Sanderson, Jr. (37,798
shares), Douglas E. Scott {254,994 shares), Mark W. Sopp (77,994 shares), A. Thomas Young {70,799 shares) and
all directors and officers as a group (2,888,540 shares);
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* shares held directly by or jointly with spouses, minor children or other relatives sharing a household with the
individual as follows: all directors and officers as a group (13,414 shares) and

* shares held by certain trusts established by the individual as follows: Douglas E. Scott (28,604 shares) and all
directors and officers as a group {81,030 shares).

Percentages are determined based on a total of 227,874,267 shares of our class A preferred stock and 184,367,019 shares of
our common stock outstanding as of April 1, 2008.

The beneficial ownership of the common stock set forth in the table includes the following:

» the approximate number of shares allocated to the account of the individual by the Trustee of the SAIC Retirement
Plan as follows: Deborah H. Alderson {175 shares), Kenneth C. Dahiberg {1,563 shares), Lawrence B. Prior Il {312
shares), Douglas E. Scott {190 shares), Mark W. Sopp (190 shares) and all directors and officers as a group
(4,134 shares).

+ shares subject to options exercisable within 60 days following April 1, 2008 as follows: Deborah H. Alderson (23,000
shares), Kenneth C. Dahlberg (100,000 shares), Wolfgang H. Demisch (1,816 shares), Jere A, Drummond (1,816
shares), John .J. Hamre (1,816 shares), Anita K. Jones (1,816 shares), Harry M.J. Kraemer, Jr. (1,816 shares), Larry
J. Pack {23,000 shares), Lawrence B. Prior il (23,000 shares), Edward J. Sanderson, Jr. (1,816 shares), Douglas E.
Scott (19,000 shares), Louis A. Simpson (1,816 shares), Mark W. Sopp (31,000 shares), A. Thomas Young
(1,816 shares) and all directors and officers as a group (273,569 shares);

Percentage of total voting power represents voting power with respect to all shares of our class A preferred stock and common
stock, voting together as a single class. With respect to matters submitted to our stockholders for a vote, each holder of our
class A preferred stock is entitled to 10 votes per share and each hoider of our common stock is entitled to one vote per share.
The class A preferred stock and common stock vote together as a single class on all matters submitted to a vote of our
stockholders, except as may otherwise be required by law. The class A preferred stock is convertible into common stock on a
one-for-one basis.

As reflected in the records of the Company’s transfer agent and its own records, Vanguard Fiduciary Trust Company
(Vanguard) held at April 1, 2008, 89,472,537 shares of our class A preferred stock and 8,237,561 shares of our common stock
as trustee of the SAIC Retirement Flan, the Telecordia Technologies 401{k} Savings Plan and the AMSEC Employees 401(k)
Profit Sharing Plan. According to a Schedule 13G/A filed by Vanguard on February 14, 2008, subject to the provisions of
ERISA, these shares are voted by the trustee as directed by the plan participants, with the trustee voting all allocated shares as
to which no voting instructions are received, together with all unallocated shares, in the same proportion, on a plan-by-plan
basis, as the allocated shares for which voting instructions are received. Accordingly, Vanguard has shared voting and
dispositive power with respect o the shares it holds. Shares held by the trustee are also included in the amounts held by
individuals and the group set forth in the table, and it has disclaimed beneficial ownership of all shares held in trust that have
been allocated to the individual accounts of participants in the plans for which directions have been received. The business
address of Vanguard is 500 Admiral Nelson Boulevard, Malvern, PA 18355,

According to a Schedule 13G/A filed with the Securities and Exchange Commission on February 14, 2008, Eminence Capital,
LLG, an investment manager for various Eminence Funds, and Ricky C. Sandler, who is the managing member of Eminence
Capital, LLC and of Eminence GP, LLC, the general partner or manager of certain of the Eminence Funds, may be deemed to
have had at December 31, 2007 shared voting and dispositive power with respect to 9,150,000 shares of our common stock.
In addition, Ricky C. Sandler individually may be deemed to have had at December 31, 2007 sole voting and dispositive power
with respect to 4,200 shares of our common stock. The business address of Eminence Capital, LLC is 65 East 55t Street, 25t
Flocr, New York, New York 10022,

According to a Schedule 13G/A filed with the Securities and Exchange Commigsion on February 14, 2008, Mason Capital
Management LLC, an investment manager for Masen Capital LP, Mason Capital Ltd. and certain other funds and accounts,
had at December 31, 2007 sole voting and dispositive power with respect to 8,912,458 sharas of our common stock. Mason
Management itself disclaimed beneficial ownership of the stock reported in the Schedute 13G/A. The business address of
Mason Capital Management LLC is 110 East 59 Street, New York, New York 10022.

According to a Schedule 13G/A filed with the Securities and Exchange Commission on February 12, 2008, T. Rowe Price
Associates, Inc., an investment advisor, had at December 31, 2007 sole voting power with respect to 2,229,800 shares of our
common stock and sole dispositive power with respect to 12,382,300 shares of our common stock, T. Rowe Price Mid-Cap
Growth Fund, Inc. had sole dispositive power with respect to 9,000,000 of such shares. The business address of T. Rowe
Price Associates, Inc. is 100 E. Pratt Straet, Baltimore, Maryland 21202.
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We are seeking the approval of our stockholders of an amendment to our 2006 Equity Incentive Plan (the “Pian”} to expand
the list of “objectively determinable performance conditions” upon which performance-based compensation may be based.
We are not seeking to increase the number of shares available for issuance under the plan. The Compensation Committee
approved this amendment in March 2008 and we are now seeking stockholder approval of this amendment.

The Plan was initially adopted by our Board of Directors in November 2005 and approved by our stockholders in September
2006. In June 2007, the material terms of and certain amendments to the Plan were approved by our stockholders. The Plan
provides for the grant to our employees, directors, and consultants of stock options, stock appreciation rights (*SARs"),
stock awards {including restricted stock, restricted stock units, deferred stock, performance shares and other similar types of
awards, including other awards under which recipients are not required to pay any purchase or exercise price, such as
phantom stock rights) and cash awards. All equity awards granted under the Plan will be granted with respect to shares of
our common stock and/or class A preferred stock.

Code Section 162{m) Matters

Section 162(m) of the Internal Revenue Code of 1986, as amended (the "Code”) generally prevents public companies from
deducting compensation paid in excess of $1 million to certain of their executive officers during any single year. Under
current law, this restriction potentially applies to compensation paid to our Chief Executive Officer and certain other highly
compensated executive officers. Certain “performance-based compensation” is specifically exempted from this deduction
limit if it meets the requirements of Section 162(m).

In order for certain forms of compensation to qualify as performance-based compensation, payment under the awards must
be contingent upon the achisvement of certain performance goals that are established in a manner specified under

Section 162(m}. Currently, the Plan permits us to issue certain awards that incorporate performance objectives and provides
that these performance objectives, which we call “objectively determinable performance conditions,” may be based upon:

net revenue dollars
revenue growth
garnings per share
return on assets
return on equity

net order dollars
net profit dollars
net profit growth
operating cash flow
operating income

number of contract bookings

number of contract awards

profits before tax

return on investment capital

days working capital

objective customer satisfaction indicators
objective efficiency measures

objective individual performance goals
other similar objectives

The amendment to the Plan would expand this list of “objectively determinable performance conditions” to also include:

free cash flow growth
return on sales

backlog dollars
backlog growth

* total shareholder returmn * return on sales growth

* eamings per share growth s cash flow from operations growth
* profits before tax growth = operating margin

e gamings before interest, depreciation & taxes (EBITDA) * bookings doliars

+ EBITDA growth s book-to-bill

¢ return on investment capital growth * headcount

* share price growth * employee retention

* free cash flow dollars * new hires

[ ] L ]

[ ] L ]

In addition, the measure “return on investment capital” would be changed to “return on invested capital.”
With these proposed changes, Sectior} 2.1(ee) of the Pltan would be amended and revised in its entirety to read as follows:

Section 2.1(es) "Objectively Determinable Performance Condition” shall mean a performance condition (i) that is
established (A) at the time an Award is granted or (B) no later than the earlier of (1) 90 days after the beginning of the
period of service to which it relates, or (2) before the elapse of 25% of the period of service to which it relates, (i) that is
uncertain of achievement at the time it is established, and (i} the achievement of which is determinable by a third party
with knowledge of the relevant facts. Measures that may be used in Objectively Determinable Performance Conditions
are: net revenue dollars; revenue growth; earnings per share; earnings per share growth; return on assets; return on
equity; net order dollars; net profit dollars; net profit growth; operating cash flow dollars; operating cash flow growth;
operating income; number of contract bookings; number of contract awards; profits before tax; profits before tax
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growth; earnings before interest, depreciation and taxes (EBITDA); EBITDA growth; return on invested capital; return on
invested capital growth; days working capital; total shareholder return; share price growth; free cash fiow dollars; free
cash flow growth; return on sales; return on sales growth; operating margin; bookings dollars; book-te-bill; headcount;
employee retention; new hires; backlog dollars; backlog growth; objective customer satisfaction indicators; efficiency
measures; individual performance goals; and other similar objectives, each with respect to the Company and/or an
Affiliate or individual business unit.
The Company has determined that a number of measures commonly used in establishing short and long term incentive
plans were not included in the Plan definition of “objectively determinable performance conditions.” We believe that the
additional and revised performance measures will provide the Company with maximum flexibility in designing long and short
term incentive programs for our executive officers.

Each of these performance cbijectives may be applied to the Company and/or an affiliate or individual business unit. Under
Section 162(m), each performance condition must be (1) established either at the time an award is granted or no later than
the earlier of 90 days after the beginning of the period of service to which it relates or before the elapse of 25% of the period
of service to which it relates, (2) uncertain of achievement at the time it is established and (3) determinable as to achievement
by a third party with knowledge of relevant facts.

Certain other requirements apply in order for awards to qualify as performance-based compensation, including that such
awards must be granted by a Compensation Committee of the Board whose members satisfy certain independence
requirernents imposed by the Code.

Information regarding certain cutstanding Plan awards is provided below in this proposal under “FPlan Benefits” and
elsewhere in this proxy statement where we discuss in greater detail our executive compensation arrangements.

If our stockholders do not approve the amendment to the definition of “objectively determinable performance conditions,”
these additional performance conditions will not be used to base compensation which we intend to qualify as performance-
based compensation under Section 162(m).

General Information Regarding the Plan

QOur Board of Directors believes that equity compensation awards are an important part of our overall compensation program
and that the awards are important in retaining and motivating existing personnel. The Plan provides for the grant of stock
options (including incentive stock options, as defined in section 422 of the Internal Revenue Code, and nonstatutory stock
options}, restricted stock, restricted stock units, deferred stock, stock appreciation rights, performance shares and other
similar types of awards (including other awards under which recipients are not required to pay any purchase or exercise
price, such as phantom stock rights), as well as cash awards, We are authorized to issue awards for shares of our common
stock or class A preferred stock, as determined by our Compensation Committee in the administration of the Plan.

The Plan initially provided that an aggregate of up to 75,000,000 shares (subject to adjustment in the event of a stock split
and certain other corporate transactions, as described below) of our stock is available to be issued pursuant to awards
granted under the Plan, plus additional shares that may be added to the Pian as described below. All share numbers refer to
gither shares of common stock or class A preferred stock, For example, with respect to the 75,000,000 shares initially
reserved for issuance under the Plan, we could issue 75,000,000 shares of common stock, 75,000,000 shares of class A
preferred stock or a combination of both classes of stock as long as the total number of shares of both classes issued did
not exceed 75,000,000. The following shares will continue to be available for issuance under the Plan: (1} shares forfeited or
repurchased by the Company at the original purchase price or less, (2) shares withheld {not issued) upon net exercise of an
option, (3} shares retained upon exercise of a stock appreciation right, (4) shares issuable upon exercise of awards that
expire or become unexercisable for any reason without having been exercised in full or (5) shares not delivered to or
surrendered by a holder in consideration for applicable tax withholding,

In addition, the Plan has an "evergreen” feature pursuant to which additional shares will automatically be added to the shares
available for issuance under the Plan without further stockholder approval. This evergreen feature began on February 1, 2007
and will continue on each February 1 for nine years thereafter. The number of shares that may be added each year will equal
the least of 30,000,000 shares (subject to adjustment in the event of a stock split and certain other corporate transactions,
as described below), 5% of the Company’s outstanding common stock as of the preceding January 31 (measured on an
as-converted basis with respect to our outstanding shares of class A preferred stock} or a number of shares established by
our Board of Directors or the committee of our Board of Directors administering the Plan. Pursuant to this provision,
approximately 20,500,000 shares were added on February 1, 2007 and approximately 20,700,000 shares were added on
February 1, 2008.
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In addition to the Pian terms described above, other material Plan terms include:

+ the committee administering the Plan has the broad discreticnary authority to determine the terms of awards, including
the maximum number of shares subject to other stock awards that may be granted to any one participant under the
Plan during any fiscal year of the Company and the maximum value of any cash awards granted to any participant for
any fiscal year under the Plan, in each case subject to the annual limits described above;

» the following will each be proportionatety adjusted to reflect the terms of certain corporate transactions {including stock
splits, stock dividends, extraordinary cash dividends and certain other transactions) affecting the capital stock of the
Company: the number and type of shares available for issuance under the Plan (including the maximum number of
shares in the evergreen feature) and subject to outstanding awards; the exercise, purchase or repurchase price per
share applicable to outstanding awards; and the maxdimum number of shares that may be granted to one participant
pursuant to stock options, SARs and stock awards in a single year and

+ the Plan will terminate in October 2016 unless we seek stockholder approval to extend this term.

Because awards under the Plan depend on the administrator's actions and, with respect to options, SARs and stock
awards, the fair market value of our stock at various future dates, it is not possible to determine the actual benefits that
employees, officers, directors and consultants will receive under such awards. The closing price of a share of our stock on
April 3, 2008 was $18.73. For fiscal 2008, our Named Executive Officers received the following cash awards, options for
common stock and restricted stock consisting of class A preferred stock:

Fiscal 2008 Equity incentive and Cash Awards

Stock Options Restricted Stock Cash

Number of MNumber of

Shares Underlying  Exercise Dolar Value of  Shares Undertying

Named Executive Officer Options Price Stock Award Stock Awards
Kenneth C. Dahlberg 430,750 $18.73  $1,400,000 74,747 $1,050,000
Mark W. Sopp 150,000 18.73 480,000 25,628 400,000
Lawrence B. Prior lll 225,000 18.73 720,000 38,442 485,000
Deborah H. Alderson 108,000 18.73 350,000 18,687 370,000
Douglas E. Scott 105,000 18.73 340,000 18,153 300,000
Larry J. Peck — — — — 400,000

Information with respect t0 our equity compensation plans as of January 31, 2008 is set forth below:

Number of securities
ramaining available

Number of securities for future issuance

to be issued upon  Weighted-average under equity

exercise of exercise price of compensation

outstanding options, outstanding plans (excluding

warrants and  options, warrants securities reflected

Plan Category rights(a) and rights(b) in column(a))c)
Equity compensation plans approved by security holders (i 53,495,304 $13.41 96,188,698
Equity compensation plans not approved by security holders ©) - - —t4

Total 53,495,394 $13.41 96,188,698

1 The following equity compensation plans approved by security holders are included in this plan category: the 1999 Stock
Incentive Plan, the 2006 Equity Incentive Plan and the 2006 Employee Stock Purchase Plan.

2 Represents shares of our stock reserved for issuance upon the exercise of cutstanding opticns awarded under the 2006 Equity
Incentive Plan and the 1999 Stock Incentive Plan. Does not include shares to be issued pursuant to purchase rights under the
2006 Employee Stock Purchase Plan.

®  Represents 10,665,929 shares of our stock under the 2006 Employee Stock Purchase Plan and 85,522,769 shares under the
2006 Equity Incentive Plan. The maximum number of shares initially available for issuance under the 2006 Employee Stock
Purchase Plan was 9 million. The 2006 Employee Stock Purchase Plan provides for an automatic increase to the share reserve
on the first day of each fiscal year beginning on February 1, 2007 in an amount equal to the lesser of {)) 9 million shares, (i} two
percent of the number of shares of the Company's common stock cutstanding on the last day of the immediately preceding
fiscal year {measured on an as-converted basis with respect to outstanding shares of Class A preferred stock} or (i) a number
determined by the Compensation Committee of the Board of Directors. The maximum number of shares initially available for
issuance under the 2006 Equity Incentive Plan was 75 million. The 2006 Equity Incentive Plan provides for an automatic
increase to the share reserve on the first day of each fiscal year beginning on February 1, 2007 in an amount equal to the lesser
of {i) 30 million shares, (i) five percent of the number of shares of the Company's common stock outstanding on the last day of
the immediately preceding fiscal year (measured on an as-converted basis with respect to outstanding shares of Class A
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preferred stock) or (i} a number determined by the Board of Directors or Compensation Committee. Those shares (i) that are
issued under the 2006 Equity Incentive Plan that are forfeited or repurchased by the Company at the original purchase price or
less or that are issuable upon exercise of awards granted under the Plan that expire or become unexercisable for any reason
after their grant date without having been exercised in full, {i) that are withheld from an option or stock award pursuant to a
Company-approved net exercise provision, (iii} that are retained upon exercise of a stock appreciation right or (iv) that are not
delivered to or are award shares surendered by a holder in consideration for applicable tax withholding will continue to be
available for issuance under the Plan.

@ The Stock Compensation Plan and the Management Stock Compensation Plan have not been approved by security holders
and are included in this plan category. These plans do not provide for a maximum number of shares available for future
issuance.

Other Material Terms of the Plan

Administration. The Plan may be administered by our Board of Directors, a committee of our Board of Directors or a
delegated officer or employee in certain circumstances. A description of our equity award grant procedures is included in
“Compensation Discussion and Analysis” above.

Eligibility. Nonstatutory stock options, stock awards and cash awards may be granted under the Plan to employees,
directors {including non-employee directors) and consultants of the Company or its affiliates, including prospective
employees, directors and consultants conditioned on their beginning service with us. Incentive stock options may be granted
only to employees of the Company or its affifiates. The administrator, in its discretion, selects the employees to whom stock
options, SARs and other stock awards and cash awards, may be granted, the time or times at which awards are granted
and the terms of awards to be granted under the Plan.

Nonassignability of Awards. Stock options, SARs and other stock awards are generally nontransferable prior to the date on
which the participant has been issued unrestricted shares of our stock. The administrator does have discretionary authority
to permit awards to be transferable in certain limited circumstances.

Termination of Awards. Generally, unless otherwise provided in the award agreement, if an awardee’s service to the
Company as an employes, consultant or director terminates other than for death or disability or for cause, vested awards will
remain exercisable for a period of 90 days following the awardee's termination, or if earlier, until the expiration of the term of
the award. If an awardee’s service to the Company as an employee, consultant or director terminates for cause, all of the
awardee’s awards will immediately terminate as of the date of termination unless otherwise provided for in the award
agreement, Unless otherwise provided for in the award agreement, if an awardee becomes disabled or dies while an
employee, consultant or director of the Company, the vesting of all of the awardee’s unvested awards will accelerate, and all
of the awardee’s awards will be exercisable until the expiration of the term of the award. The administrator has the authority
to extend the period of time for which an award is to remain exercisable following an awardee’s termination {taking into
account limitations under the Code), but not beyond the expiration of the term of the award, and to permit an award to be
exercised with respect to unvested shares.

Adjustments on Changes in Capitalization, Change of Control or Dissolution. In the event of any stock dividend, stock split,
reverse stock split, recapitalization, combination or reclassification, spin-off, extraordinary cash dividend or similar change to
the capital structure of the Company (not including a fundamental transaction or change in control), our Board of Directors or
Compensation Committee will make appropriate proportionate adjustments to:

¢ the number and type of shares available for issuance under the Plan (including the maximum number of shares in the
evergreen feature) and subject to outstanding awards;

» the exercise, purchase or repurchase price per share applicable to outstanding awards and

» the maximum number of shares that may be granted to one participant pursuant to stock options, SARs and stock
awards in a single year.

The specific form of any such adjustments shall be determined by the Board of Directors or Compensation Committee.

The Plan provides that in the event of cur merger with or into another corporation, a sale of substantially all of our assets or
another change of control transaction as determined by the administrator, the successor entity may assume or substitute afl
outstanding awards. If the successor entity does not assume or substitute all outstanding awards, the vesting of all awards
will accelerate and any repurchase rights on awards will terminate. If a successor entity assumes or substitutes all awards
and a participant is involuntarily terminated by the successor entity for any reason other than death, disability or cause within
18 months following the change of control, all outstanding awards of the terminated participant will immediately vest and be
exercisable for a period of six months following termination. In the event of a change of control, the vesting of all awards held
by non-employee directors of the Company will accelerate.
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In the event of a proposed dissolution or liquidation of the Company, our Board of Directors may cause awards to fully vest
and may cause the Company's repurchase rights to lapse upon completion of the dissolution. In the event of a dissolution or
fiquidation of the Company, all cutstanding awards will terminate immediately prior to the dissolution.

Amendment and Termination. The Board may amend, suspend or terminate the Plan. However, the Company will obtain
stockholder approval for any amendment to the Plan to the extent required to comply with applicable laws and New York
Stock Exchange listing requirements.

Generally, no action by the Board or stockholders may alter or impair any outstanding award under the Plan without the
written consent of the holder of such award. Unless we seek a stockholder-approved extension of the Plan term, awards
may be granted under the Plan only until October 16, 20186.

Stock Options

Each option is evidenced by a stock option agreement between the Company and the optionee and is subject to the
following additional terms and conditions. Options are exercisable for either our common stock or class A preferred stock as
determined by the committee of our Board of Directors administering the Plan. The Plan allows the administrator broad
discretion to determine the terms of individual options. The committee of our Board of Directors administering the Plan may
substitute cur common stock for class A preferred stock at the time of exercise of an aption.

Exercise Frice. The administrator determines the exercise price of options at the time the options are granted. The exercise
price of stock options granted under the Plan may not be less than 100% of the fair market value of the stock subject to the
option on the date of grant of the option, provided that the exercise price of an incentive stock option to an employee who is
also a greater than 10% stockholder of the Company must have an exercise price at least equal to 110% of the fair market
value of the stock subject to the option on the date of grant of the option. The Plan defines fair market value as the closing
sales price of our common stock on the date prior to the relevant date so long as our stock is traded on an exchange on that
prior date. We determine the fair market value of our class A preferred stock by reference to the value of our common stock.

Exercise of Option; Form of Consideration. The administrator determines when options vest and become exercisable and in
its discretion may accelerate the vesting and/or exercisability of any outstanding option. The Company's standard vesting
schedule applicable to options granted to employees provides that 20% of the total number of shares subject to the option
become vested and exercisable on each of the first, second and third anniversaries of the date of grant and the remaining
40% of the total number of shares subject to the opticn become vested and exercisable on the fourth anniversary of the date
of grant. The means of payment for shares issued upon exercise of an option are specified in each option agresment. The
Plan permits payrent to be made by cash, check, wire transfer, cancellation of indebtedness, other shares of the
Company’s stock (with some restrictions), broker assisted same-day sales, in certain circumstances a “net exercise” (delivery
of cash or stock for any net appraciation in the shares at the time of exercise over the exercise price) and any other means of
consideration permitted by applicable law and the administrator.

Term of Option. The term of an option may be no more than ten years from the date of grant; provided that the term of an
incentive stock option may not be more than five years from the date of grant for an optionee who is also a greater than 10%
stockholder. No option may be exercised after the expiration of its term. '

Stock Appreciation Rights

Stock appreciation rights are rights to receive cash and/or shares of our stock based on the amouni by which the exercise
date fair market value of a specific number of shares exceeds the grant date fair market value of the exercised portion of the
right. The specific terms and conditions applicable to a SAR will be provided in an individual award agreement. The grant or
vesting of a SAR may, but need not, be made contingent on the achisvement of objectively determinable performance
conditions {(as described above).

Stock Awards

The Plan permits us to grant a variety of stock awards (including awards having no exercise or purchase price or having an
exercise or purchase price that is less than the fair market vatue of our stock as of the date of grant of the award, such as
phantomn stock rights). Restricted stock grants are awards of a specific number of shares of our stock. Restricted stock units
represent a promise to deliver shares of our stock or an amount of cash or property equal to the value of the undertying
shares at a future date. Deferred stock is a grant of shares of our stock that are distributed in the future upon vesting.
Performance shares are rights to receive amounts, denominated in cash or shares of our stock, based upon our or a
participant's performance during the period between the date of grant and a pre-established future date.

Each stock award is generally evidenced by a stock award agreement between us and the participant. The Plan allows the
administrator broad discretion to determine the terms of individual stock awards. Each stock award agreement may contain
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provisions such as the following: (1) the number and type of shares subject to the stock award, (2) the purchase price of the
shares, if any, and the means of payment for the shares, (3) the performance criteria (including the objectively determinable
performance conditions (as described above)), if any, and level of achievement versus the criteria that will determine the
number of shares granted, issued, retainable and vested, as applicable, {4} the terms, conditions and restrictions on the
grant, issuance, vesting and forfeiture of the shares, as appiicable, as may be determined from time to time by the
administrator, (5) restrictions on the transferability of the stock award and (6) further terms and conditions, in each case not
inconsistent with the Plan, as may be determined from time to time by the administrator. Shares may be granted under the
Plan as stock awards without requiring the participant to pay us an amount equal to the fair market value of the stock
subject to the award as of the award grant date in order to acguire the award shares.

Cash Awards

Cash awards may be granted either alone, in addition to or in tandem with other awards granted under the Plan. A cash
award granted under the Plan may be made contingent on the achievernent of objectively determinable performance
conditions (as described above). A cash award may also contain other tarms, conditions or restrictions, such as the
following: (1) the target and maximum amount payable to the participant as a cash award, (2) the level of achievernent versus
the criteria that will determine the amount of the payment, (3) restrictions on the alienation or transfer of the cash award prior
to actual payment, (4) forfeiture provisions and (5) further terms and conditions, in each case not inconsistent with the Plan,
as may be determined from time to time by the administrator. Nothing in the Plan prevents us from granting cash awards
outside of the Plan to any individual. We intend to make cash awards under the Plan that qualify as perfarmance-based
compensation under the requirements of Section 162(m) of the Code. We may, and likely will, from time to time grant cash
awards not intended to qualify as performance-based compensation outside of the Plan.

U.S. Federal Income Tax Consequences of Awards

THE FOLLOWING IS A GENERAL SUMMARY OF THE TYPICAL U.S. FEDERAL INCOME TAX CONSEQUENCES OF THE
ISSUANCE AND EXERCISE OF OPTIONS OR OTHER AWARDS UNDER THE PLAN. IT DOES NOT DESCRIBE STATE OR
OTHER TAX CONSEQUENCES OF THE ISSUANCE AND EXERCISE OF OPTIONS OR OTHER AWARDS.

Options. An optionee whe is granted an incentive stock option does not recognize taxable income at the time the option is
granted or upan its exercise, although the excess (if any) of the fair market value of the stock at exercise over the exercise
price is treated as an item of income for alternative minimum tax purposes and may subject the optionee to the alternative
minimum tax. Alternative minimum tax is an alternative method of calculating the income tax that must be paid each year,
which includes certain additional items of income and tax preferences and disallows or limits certain deductions otherwise
allowable for regular tax purposes. Alternative minimum tax is payable only to the extent that the alternative minimum tax
exceeds “ordinary” federal income tax for the year {computed without regard to certain credits and special taxes}.

Upon a disposition of the shares acquired on exercise of an incentive stock option more than two years after grant of the
option and one year after exercise of the option, the optionee will recognize long-term capital gain or loss equal to the
difference between the sale price and the exercise price. If a disposition occurs before either of the holding periods are
satisfied, referred to as a disqualifying disposition, then (1} if the sale price exceeds the exercise price, the optionee will
recognize capital gain equal to the excess, if any, of the sale price over the fair market value of the shares on the date of

- exercise and will recognize ordinary income equal to the difference, if any, between the lesser of the sale price or the fair
market value of the shares on the exercise date and the exercise price; or {2) if the sale price is less than the exercise price,
the optionee will recognize a capital loss equal to the difference between the exercise price and the sale price. We are not
entitled to a federal income tax deduction in connection with incentive stock options, except to the extent that the optionee
has taxable ordinary income on a disqualifying disposition {unless limited by Section 182(m) of the Cods).

An optionee does not recognize any taxable income when a nonstatutory stock option is granted. Upon the exercise of a
nonstatutory option with respect to vested shares, the optionee has taxable ordinary income (and unless limited by

Section 162(m), we are entitled to a corresponding deduction) equal to the option spread on the date of exercise. Any
taxable income recognized in connection with exercise of a nonstatutory option by an employee of the Company is subject
to tax withholding. Upon a disposition of stock acquired upon exercise of a nonstatutory option, the optionee recognizes
either long-term or short-term capital gain or loss, depending on how long the stock was hefd, on any difference between
the sale price and the exercise price, to the extent not recognized as taxable income on the date of exercise. We may allow
nonstatutory options to be transferred subject to conditions and restrictions imposed by the administrator; special tax rules
may apply on a transfer.

In the case of both incentive stock options and nonstatutory options, special federal income tax rules apply if our common
stock is used to pay all or part of the option exercise price, and different rules than those described above will apply if
unvested shares are purchased on exercise of the option.
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In September 2005, the IRS issued proposed regulations under Section 408A of the Code, which imposes significant new
requirements with respect to nonqualified deferred compensation plans and arrangements. The types of compensatory
arrangements affected by this new law are broad and include options to purchase preferred stock. The IRS issued final
regulations under Section 409A in April 2007. To avoid potentially severe adverse tax conseguences, the Plan permits us to
substitute our common stock for class A preferred stock at the time of exercise of an option to the extent necessary to
comply with Section 409A.

Stock Awards. Stock awards will generally be taxed in the same manner as nonstatutory stock options. However, shares
issued under a restricted stock award are subject to a “substantial risk of forfeiture” within the meaning of Section 83 of the
Code to the extent the shares will be forfeited in the event that the participant ceases to provide services to the Company
and are nontransferable. if a stock award is subject to a substantial risk of forfeiture, the participant will not recognize
ordinary income at the time the award shares arg issued. Instead, the participant will recognize ordinary income on the dates
when the stock is no longer subject to a substantial risk of forfeiture, or when the stock becomes transferable, if earlier. The
participant’s ordinary income is measured as the difference between the amount paid for the stock, if any, and the fair
market value of the stock on the date the stock is no longer subject to forfeiture.

The employee may accelerate his or her recognition of ordinary income, if any, and begin his or her capital gains holding
period by timely filing (.., within 30 days of the share issuance date) an election pursuant to Section 83(b} of the Code. In
such event, the ordinary income recognized, if any, is measured as the difference between the amount paid for the stock, if
any, and the fair market value of the stock on the date of such issuance, and the capital gain holding period commences on
the date of issuance. ’

The ordinary income on a stock award recognized by an employee will be subject to tax withholding by the Company.
Unless limited by Section 162(m), we are entitted to deduct the same amount as and at the time the employee recognizes
crdinary income.

Cash Awards. Upon receipt of cash, the recipient will have taxable ordinary income, in the year of receipt, equal to the cash
received. Any cash received will be subject to tax withholding by the Company. Unless limited by Section 162{m) of the
Code, we will be entitled to a tax deduction in the amount and at the time the recipient recognizes compensation income.

Accounting Treatment

Based on Statement of Financial Accdunting Standards No. 123(R), which was adopted on February 1, 2006, we recognize
compensation expense in an amount equal to the fair value on the date of grant of all stock options under the Plan. The total
compensation expense will be based on the number of option shares muttiplied by the grant date fair value of an option. We
are using the Black-Scholes valuation model to measure fair value of option grants. In addition, we will recognize
compensation expense for other awards under the Plan. In general, the expense associated with each award will be
recognized over the requisite service period, generally the vesting period.

Unanimous Recommendation of the Board of Directors; Vote Required

The Board of Directors unanimously recommends a vote FOR the amendment to our 2006 Equity Incentive Plan.
The affirmative vote of the holders of a majority of the voting power of common stock and class A preferred stock, voting
together as a single class, present or represented and entitled to vote at the Annual Meeting is required to approve the
proposal, Abstentions have the effect of a vote against the proposal, and broker “non-votes” have no effect on the outcome
of the proposal. Shares of common stock and/or class A preferred stock represented by properly executed, timely received
and unrevoked proxies will be voted in accordance with the instructions indicated therecn. In the absence of specific
instructions, properly executed, timely received and unrevoked proxies will be voted "FOR” the proposal.
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PROPOSAL llI—-RATIFICATION OF APPOINTMENT OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee of the Board of Directors has appointed Deloitte & Touche LLF as the independent registered public
accounting firm to audit our consclidated financial statements for the fiscat year ending January 31, 2009. During the fiscal
year ended January 31, 2008, Deloitte & Touche LLP served as our independent registered public accounting firm and also
provided certain tax and other audit-related services as set forth under the caption “Audit Matters” below. Representatives of
Deloitte & Touche LLP will be at the Annual Meeting to respond to appropriate questions and will hava the opportunity to
make a statermnent if they desire to do so.

Stockholders are not required to ratify the appointment of Deloitte & Touche LLP as our independent registered public
accounting firm. However, we are submitting the appointment for ratification as a matter of good corporate practice. If
stockholders fail to ratify the appointment, the Audit Committee will consider whether or not to retain Deloitte & Touche LLP.
Even if the appointment is ratified, the Audit Comrmittee may direct the appointment of a different independent registered
public accounting firm at any time during the year if it determines that such a change would be in the best interests of the
Company and our stockholders.

Unanimous Recemmendation of the Board of Directors; Vote Required

The Board of Directors unanimously recommends a vote FOR the ratification of the appointment of Deloitte &
Touche LLP as our independent registered public accounting firm for the fiscal year ending January 31, 2009.
The affirmative vote of the holders of a majority of the voting power of common stock and class A preferred stock, voting
together as a single class, present or represented and entitled to vote at the Annual Meeting is required to approve the
propeosal. Abstentions have the effect of a vote against the proposal, and broker “non-votes” have no effect on the outcome
of the proposal. Shares of common stock and/or class A preferred stock represented by properly executed, timely received
and unrevoked proxies will be voted in accordance with the instructions indicated thereon. In the absence of specific
instructions, properly executed, timely received and unrevoked proxies will be voted “FOR" the proposal.

AUDIT COMMITTEE REPORT

The Audit Committee assists the Board of Directors in its oversight of: () the integrity of the Company's financial statements,
including the financial reporting process, system of internal control over financial reporting and audit process; (i) compliance
by the Company with legal and regulatory requirements; (jii} the independent registered public accounting firm’s qualifications
and independence, {iv} the performance of the Company's intemal audit function and independent registered public
accounting firm and (v} financial reporting risk assessment and mitigation. The Audit Committee’s job is one of oversight and
it recognizes that the Company's management is responsible for the preparation and certification of the Company’s financial
statements and that the independent registered public accounting firm is responsible for auditing those financial statements,

The Audit Committee recognizes that financial management, including the internal audit staff, and the Independent registered
public accounting firm, have more time, knowledge, and detailed information on the Company than do Audit Committee
members. Consequently, in carrying out its oversight responsibilities, the Audit Committee is not providing any expert or
special assurance as to the Company's financial statements or any professional certification as to the independent registered
public accounting firm’s work.

The duties and responsibilities of the Audit Committee have been set forth in a written charter since 1975, a copy of which is
available on our website at www.saic.com by clicking on the links entitled “Investor Relations,” “Corporate Governance” and

then “Board Committees.” Each member of the Audit Committee meets the independence and financial literacy requirements
of the SEC and the NYSE. Four of the five Committee members (Wolfgang H. Demisch, Jere A. Drummond, John P. Jumper
and Harry M.J. Kraemer, Jr.) qualify as audit committee financial experts under SEC rules.

In the course of fulfiling its responsibilities, the Audit Committee has:

s met with the internal auditor and the independent registered public accounting firm to discuss any matters that the
internal auditor, the independent registered public accounting firm or the Committee believed should be discussed
privately without members of management present;

¢ met with management of the Company to discuss any matters management or the Committee believed should be
discussed privately without the internal auditor or the independent registered public accounting firm present;

* reviewed and discussed with management and Deloitte & Touche LLP, the Company’s independent registered public
accounting firm, the audited consolidated financial statements for the fiscal year ended January 31, 2008;

* discussed with Deloitte & Touche LLP the matters required to be discussed by Statement of Accounting Standards
No. 61 {Communication with Audit Committees) and
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¢ received the written disclosures and the letter required by Independence Standards Board Standard No. 1
(Independence Discussions with Audit Committees).

Based on the reviews and discussions summarized in this Report and subject to the limitations on our role and
responsibilities referred to above and contained in the Audit Committee Charter, the Audit Committee recommended to the
Board of Directors that the Company’s audited consolidated financial statements referred to above be included in the
Company’s Annual Report on Form 10-K for the fiscal year ended January 31, 2008 for filing with the Securities and
Exchange Commission.

Wolfgang H. Demisch

Jere A, Drummeond

Anita K. Jones

John P, Jumper

Harry M.J. Kraemer, Jr. {Chairperson)
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AUDIT MATTERS

Independent Auditor

The Audit Committee of the Board of Directors has appointed Deloitte & Touche LLP as the independent registered public
accounting firm to audit our financial statements for the fiscal year ending January 31, 2009. Stockholders are being asked
to ratify the appointment of Deloitte & Touche LLP at the Annual Meeting, as described above. )

Audit and Non-Audit Fees

Aggregate fees billed to the Company for the fiscal years ended January 31, 2008 and 2007 by the Company’s principal
accounting firm, Deloitte & Touche LLP, the member firms of Deloitte Touche Tohmatsu and their respective affiliates
(collectively, the “Deloitte Entities™), were as follows:

2008 2007

Audit Fees @ $5,319,000 $7,145,000
Audit-Related Fees ®© 286,000 719,000
Tax Fees @ 282,000 252,000
Total Fees $5,887,000 $8,116,000

@  Audit fees include audits of consolidated financial statements, required statutory audits, quarterly reviews, reviews of
registration statement filings, comfort letters and consents related to SEC filings.

® Includes fees for consultation and planning related to the Company’s Sarbanes-Oxtey Section 404-readiness activities of
$429,000 for the year ended January 31, 2007; audits of employee benefit plans of $286,000 and $260,000 for the years
ended January 31, 2008 and 2007, respectively; and other stand alone audits of $30,000 for the year ended January 31, 2007.

@ Represents fees for tax services related to preparation and/or review of various statutory tax filings including U.S., foreign,
state, benefit plans and others, including research and discussions related to tax compliance matters,

The Audit Committee has considered whether the above services provided by the Deloitte Entities are compatible to
rmaintaining the independence of the Deloitte Entities. The Audit Committee has the responsibility to pre-approve all audit and
non-audit services to be performed by the independent registered public accounting firm in advance. Further, the
Chairperson of the Audit Committes has the authority to pre-approve audit and non-audit services as necessary between
regular meetings of the Audit Committee, provided that any such services so pre-approved shall be disclosed to the full Audit
Committee at its next scheduled meeting. All of the Audit, Audit-Related and Tax Fees set forth above were pre-approved by
one of these means.
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Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, and the rules of the Securities and Exchange
Commission thereunder require our directors and executive officers to file reports of their ownership and changes in
ownership of common stock with the Securities and Exchange Commission. Our personnel generally prepare and file these
reports on the basis of information obtained from each director and officer and pursuant to a power of attorney. Based on
such information provided to us, we believe that all reports required by Section 16(a) of the Securities Exchange Act of 1934,
as amended, to be filed by our directors and executive officers during fiscal 2008 were filed on time.

Stockholder Proposals for the 2009 Annual Meeting

Any stockholder proposals intended to be presented at the 2009 Annual Meeting of Stockholders must be received by us no
later than December 26, 2008 in order to be considered for inclusion in our proxy statement and form of proxy relating to
that meeting.

In addition, Section 3.03 of our bytaws provides that, in order for a stockholder to propose any matter for consideration at
the annual mesting (other than by inclusion in the proxy statement), such stockholder must give timely notice to our
Corporate Secretary of his or her intention to bring such business before the meeting. To be timely, notice must be delivered
to the Corporate Secretary not later than the close of business on the 90th day, nor earlier than the close of business on the
120th day, prior to the first anniversary of the preceding year’s annual meeting. Therefore, in connection with the 2009
Annual Meeting of Stockholders, notice must be delivered to the Corporate Secretary between January 30, 2009 and
March 1, 2009. (in the event, however, that the date of the annual meeting is more than 30 days before or more than 70
days after such anniversary date, notice by the stockholder must be delivered not earlier than the close of business on the
120th day prior to such annual meting and not fater than the close of business on the 90th day prior to such annuai meeting
or the 10th day following the day on which public announcement of the date of such meeting is first made by us, whichever
occurs later). Such notice must contain certain information, including a brief description of the business the stockholder
proposes to bring before the meeting, the reasons for conducting such business at the annual meeting, the name and
record address of the stockholder proposing such business, the class and number of shares of common stock and/or class
A preferred stock beneficially owned by the stockholder and any material interest of the stockholder in the business so
proposed.

Annual Report On Form 10-K

We will provide without charge to any stockholder, upon written or oral request, a copy of our Annual Report on Form 10-K
for the year ended January 31, 2008 (without exhibits) as filed with the Securities and Exchange Commission. Requests
should be directed to SAIC, Inc., 10260 Campus Point Drive, San Diego, California 92121, Attention: Corporate Secretary,
1-858-826-6000.

By Order of the Board of Directors

Douglas E. Scott
Executive Vice President,
General Counsel and Corporate Secratary

April 24, 2008
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General Information

Corporate Office

SAIC, Inc.

10260 Campus Point Drive
San Diego, California 92121
858-826-6000
www.saic.com

Stock Listing
SAIC, Inc. is traded on the New York Stock
Exchange under the trading symbol SAl.

Transfer Agent and Registrar
BNY Mellon Shareowner Services
480 Washington Blvd,

Jersey City, NJ 07310
866-400-SAIC (US)

201-680-6625 (International)
www.bnymellon.com/shareowner

Independent Registered Public
Accounting Firm

Deloitte & Touche LLP

701 B Street

Suite 1900

San Diego, CA 92101

Annual Meeting

SAIC, Inc/s 2008 Annual Meeting of Stockholders
is scheduled to be held on May 30, 2008, in the
SAIC Conference Center, 1710 SAIC Drive, MclLean,
Virginia. The meeting also will be audio webcast
on our Web site {wwwi saic.com).

Certifications

The CEQ/CFQ certifications required to be filed
with the Securities and Exchange Commission
pursuant to Section 302 of the Sarbanes-Oxley
Act are included as Exhibits 31.1 and 31.2 to
our Annual Report on Form 10-K. In addition,
an annual CEO certification was submitted by
the company’s CEO to the NYSE on November
9, 2007, in accordance with the NYSE's listing
standards.

Investor and Employee Owner Relations
Securities analysts, institutional investors,
portfolio managers, individual investors and
employee owners can centact our Investor and
Employee Owner Relations Department in the
following ways:

Investor and Employee Owner Relations
SAIC, Inc.

1710 SAIC Drive, MS 1-14-1

Mclean, VA 22102

Employee Owners and Individual Investors
800-303-5471
(8:00 a.m. - 5:00 p.m. Pacific time)

Institutional Investors

Stuart Davis — Senior Vice President,
[nvestor Relations

703-676-2283

E-mail; stuart.davis@saic.com

Fax: 703-676-6344
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